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SIZE MATTERS

SCALEN 1

CSR s the world's leading provider of Bluetooth technology to consumer product manutacturers
We win in our markets because of our leading-edge technalogy — including the tiny chip you see here —
togeiher with our comrmitment to customer service and we wil continue to win
as the market demands newer, convergent radio technologies
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WHAT QUR CUSTOMERS B0 WITH OUR CHIPS

THE POTENTIAL FOR SHORT-RANGE WIRELESS COMMUNICATIONS
EXPANDS BY THE DAY AND OUR WORLD LEADING SINGLE CHIP
MODEMS ARE ALLOWING COMPANIES TO PRODUCE AMAZING PRODUCTS
HERE ARE SOME ESTABLISHED AND EMERGING AREAS WHERE OUR

CHIPS PLAY AKEY ROLE

HANDSETS

Mobile phones are the
universal portable device,
and manutacturers need
new wirelass
technologies to help
therm add new functions
Bluetooth s well
estabhshed n this
marke!, and we're now
working on 'dual mode’
{celular plus Wi-Fi)
phones

AUTOMOTIVE

Our exciting new solution
for the major market for
hands-free telephony
Includes integrated
echo/noise cancellation
And this ig just the first of
many high volume
applications in the
autometive sector

MONOHEADSETS

Our share of this major
Bluetooth rmarket
continues to graw, with
devices thatimprove
performance and lower
costs This established
applcaton is now being
joned by wireless
headsets for VoIP (Voice
over Internet Protocol)
communmicalions

MP3 PLAYERS

The newest MP3 players

are going wire-free with
Bluetooth - for sterec

headphones - and some

have the ability to act as

a headset and/cr hands-

free accessorytoa
phone as well

The percentage of
Notebook computers
that are baing supplied
with Blueloothis
considerable and
growing The wireless
link 15 used n Many ways,
trom mouse interfacing
and synchronisation with
cellphones, to audio
connections

STEREQ HEADSETS

2006 saw the
introducton of numerous
maobile phones that can
use Biuetooth to stream
stereo music wiretessly
to headphones - our
stereo headphone
sclution s the most
integrated and offers the
besl audio quality for this
growing apphication




WHAT MAKES US STAND OUT

SINGLE CHIP
SOLUTIONS

We operate in scrme of the
moast compelitive markets
in tho world, where success
dernands an extracidinary
degree of shcon ntegration,
and ease of use

Fromthe outset, CSR

has focused on easa of
appbcatton, with software-
nch, single chip wirgless
modemn soluhons We also
provide example designs,
tohelip pur customers
bang complete products
rapcly o production

As well gs standard
Bluetooth and Wh-Fichps,
we make vanants with
adahonal functions that
reduce the cost, space*®
and time to bang new
products to markel

Our on-chip DSP and

our F tuner, for example,
lowor the cost of sohhons
for markets such as
wireless siereo headsets,
and phones wath built-n
radio receners

KNDWING OUR
CUSTOMERS

The warcloss ndustry moves
al an almost frantic pace,
and compattion batween
technologies s fierce

Qur gified team of
designers has along track
record In making the nght
technology chorces, and
the nght implementation
decisions We also place
great ernphasis on
understanding the needs
and ambtions of our
clients, strving to build
partnerships that allow
us to share and refing
product madmaps’ ~
to our mutua) benafit

To this end, we now have
a presence m 10 countnes,
plus a large network ol
distnbutors, magor A&0
centres in Europe

and the USA and alimost
all cur offices provide local
apphication suppon

EXPANDING CUR
PORTFOLIO

Progress in short-range
wirgless COmMmuMnGalion
technologies 1s catalysing
an incredible array of new
elactronic products, and
CSR has evolved rapdly
from its Bluetoolh rools
to expion these
opportunties We have
combined Bluetooth with
an inlegrated FM recerver,
launched a Wi-Fi chip,
announced that we will be
providing GPS to our
cuslomers for loss

than $1, confirmed that
we wil be producing UWB
{\Witra Widebhand) and
announced owr support
for Wibree

These technologies

open up Mmany new
applications, and enhance
our growth polential
substartially Our abdity to
offer a broad range of
wireless technologies
helps us deal with the
world’s largest electronic
manutacturers, who seek
out broadly based suppliers
as trusted partners o help
bnng world-beating
products to market

THEBEST
ARCHITECTURE

CSR started te with a
great 1dea = an innovation
tha! allowed radio circuitry
to be manutactured using
low-cost CMOS
technology. enablng us
to produce single-chip
sohutsons that combine
radio and digilal crreuitry
From day one, our chps
were oplavused for battery-
powered applicalions

For product manufacturers,
1his has meant major cost
savngs, in {erms of bill of
matenals and the phys:ical
space needed for new
functions A, cntically, for
anly a marginal increase In
POWEr Consumption

Qur focus onintegrating as
much circuitry as possible
has now dnven the
evolution of five generations
af Bluetoolh, and two of
Wi-Fichips As aresult
over ihe last few years, wo
have solved a mapr
problem for portable
device designers, with
Innovalons that alow
mutiple radios {0 co-exist




CSRIS CHANGING THE WAY THE WORLD CONNECTS

IN 2006 WE SHIPPED OVER 50X OF THEWORLO S
BLUETOOTH CHIPS AND WON AROUND 60% OF ALL
BLUETOOTH-QUALIFIED PRODUCTS FROM PHONES
ANDHEADSETS TOMP3IPLAYERS GAME CONSOLES
AND KEYBOARDS WE CONSISTENTLY PARTNER THE
LEADING PLAYERS IN EVERY SEGMENT OF THE MARKET
AND WE ARE WELL POSITIONED TO EXPLOIT MANY
EMERGING OPPORTUNITIES BOTH WITHIN THE
BLUETOOTH SECTOR AND BEYOND

CONTENTS
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Franacal ard operatonal heghiighits
Wher wo operate

Charman's statomnent

Chuel Expautive Officer's reviow
Nurmiber 1 r our markat
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HOW WE COMPARE TO OUR COMPETITORS

TOTAL DESIGN WINS 2006
%




FINANCIAL AND OPERATIONAL HIGHLIGHTS

REVENUE

+45%

$705 mdbon

DILUTEDEPS

+32%

$0 82 per share

REVENUE
$'000 704 495

486,531

253,148

67,622

GROSS MARGIN GPERATING PROFITT

46.6% +33%

$149 mion

OPERATING MARGIN

21%

R& D EXPENDITURE
$:000 109,313

60,340

27,583

16,584

2003 2004 2005 2006

2003 2004 2005 2004
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WE G0 WHERE THE TALENTS
AND MARKETS ARE

AS THEWORLD S LEADING
PROVIDER OF BLUETOOTH
TECHNOLOGY TO CONSUMER
PRODUCT MANUFACTURERS
WE HAVE NEARLY 1 000
EMPLOYEES OPERATING
OUT OF TEN COUNTRIES

01 02 03 04

DALLAS DETROIT CAMBRIDGE AALBORG
USA UsA UK DENMARK
Employees Employees Emplayees Employees
54 7} 576 43

*Headoour Cita e at 2 Febagary 2007




05
STOCKHOLM
&LUND
SWEDEN

Employees
52

08

SOPHIA
ANTIPOLIS
FRANCE

12

07
BANGALORE.
INDIA

Employees
120

68
SHANGHAI
CHINA

Employees
11

09
TAIPEI
TAIWAN

Employees
25

10
SEOUL
SOUTH KOREA

Employees
21

11
TOKYO
JAPAN

Employees
2i
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CHAIRMAN'S STATEMENT

CSR delivered another record year
and strengthened its position in a fast
growing but developing marketplace
Our revenues grew by 45% to

$705 million, we shipped over

250 million Bluetooth urits and our
diluted earnings per share were up
32% to $0 82

This was achiaved despita the
performance for the second hall
being tempered by over ordenng
from a key account, Icllowed by
amarket shift 1o lower end phones
{which do not yet contan the
Bluetooth capabuity) which reduced
anticipated sales As aresult, our
share pnce, having nsen in the first
half of the year to around the £12 00
to £14 00 mark fell back m the
second half to the £6 50 level

New markets, Incuding the Blugtooth
market, extubit lugh growth rates but
are also volatite When growth s at
the 100% level, as we have seenin
previous years for CSR, the volatility
glement 1s masked as a consequence
of supply constraints However, as
growth rates fall back to 40-50%, stil
a high and very respeciable growth
rate for any business, this volatiity
becomes visible and the orgarusation
needs to develop appropnately

We have now strengthened our key
account management, along with
improving the understandmng of the
market dynamics wathin each of our
Business Segments to ensure we are
able tounderstand and anticipate

changes better

Nevertheless 2006 was a record year
Wa responded quickly to changes
In markel demand, began shipping
UniFrproducts to address new
emerging markets and maintained
our clear design win lgadership in
Bluetooth at around 60%

Bluetooth remains our core strength
and we believe thal the markel will
continue tg be sirong In 2007 and
beyond, drven by the global growth
n motule telephony Cur abibity 10
ofter handsel manufacturers Increased
functionality on a single chip will be
the comerstone of our future success
Furthermore, our recent acquisiions
of NordNav Technologies AB and
Cambndge Positioning Systems
Limnted secwres our position in GPS
technology and will underpin our
desire to incorporate location finder
technology on the chip at a pnce {ar
below that currentty on offer

O equal importance are apphcations
beyond the phone handset and
headse!l which show great promise
Our recently announced partnership
with Sony, to prowide wirgless
technology for the PlayStation 3,

15 a lendmark contract that extends
our reputation for wanming iImportant
business from category leaders

STRENGTHENING

OUR INFRASTRUCTURE

Within CSR, we have strengthened
the mfrastructure as we move from

a smaltbusiness to a medium-sized
company and now 1o a major ptayer
in the UK's technology seclor

" 2006 WAS A RECORD YEAR
WE HAVE MAINTAINED OUR MARKET
SHARE AND OQUR CLEAR LEADERSHIP
IN BLUETOOTH DESIGN WINS

Chief among recent developments

15 the establishment of Business
Segments which will bring sharper
focus to our markets, aligning resources
more accurately to opportunities

ERP 15 now fully functioning across
the business, mprowng efficiency
and enabling us to track products
araund the world from waler
assembly plants in the Far East to
customers around the glcbe We
have also strengthened our Human
Resources function, putting in place
several measures which will enablg
us 10 follow best practice, Including
the mtroduction of a company-wide
perlormance evaluation process

CHANGES TO YOUR BOARD

John Scanshnckis neanng completion
of his first year as Chuef Executive
Officer John has taken tha reins
wath skill and determuination, banging
strong leadership to hus position

We were delighted to announce

the appoiniment of Sergie Giacolette
inJanuary 2007 as a non-executive
director As Executive Vice-Prestdan!
of Oracle Corporaton Europe, Middle
East and Afnca, Sergio gves your
Board the benefit of both proven
managemsent ability and extensive
expenence In high technology,
international markets

I should also comment onmy own
position |jomed the Board back

In 2003 with the task of leading the
Company inio the pubdic arena with
our flotabion in March 2004 and




building anew board to serve the
needs of alisted company and its new
shareholders thavebeenproudand
honoured to serve CSR as Charman
for the last three years Over that ime,
CSAR has grown sgrficanily froma
comparny with revanuss of $68 mdlon,
m 2003, to $705 millon by 2006,
whilst buiding a strong global posiion
n the Bluetooth market and launching
nto other wirgless standards with
UniF1 802 11 a/b/g Your Board

has also butt a solild base of good
governance but 11 1s wilh these
dermands in mind and the time
required that lam conscious that it

15 increasingly drificult 1o do fulustce
to the dermands which CSR has
nghtfully placed upon my time

As aconsequence | have decided
that | should stand down |am
detghted that Hon Mackmitosh,

whao has served on your Board since
2004 as a non-executve director,
more recently as Chawrman of the
Remuneration Commultee and who
knows the Comparny well, wil become
Charman on 2 May 2007 | know that
in his capable hands the Board will
further develop and give tugh quality
leadarship to the Company

LOOKING AHEAD

In 2006, CSR faced a number of
challengss, not least a ngorous lesting
of our abiity to respond to short-term
vanations in demmand irom major
customers | am pleased to report
that our response was immediate and
aggressive Inaddition, the fiexiblity
and speed of response from our
manufacturing partners, TSMC and
ASE was also cniical and they receve
our wholehearted thanks

I have no doubt that the wireless

sector will continue to grow and

present extensive opportunilies to

CSR The need to react to short-term

issues with agiity 1s well understood John Witybrow
by your management team and the

lessons learnt durng 2006 will prove

invaluable in the coming years

Iwish to thank all cur stakeholders for

therr support through the year Without

the abilities and knowledge of our

manufactunng pastners, suppliers

and customers we would not be able

to translate ideas into the innovatve ,
applicatrons that are transforming

the lives of consumers worldwide

Finally, the Board's sncere thanks go

to all our staff Whether they are based

i Cambndge, Asia, Europe or the

! 1SA, the determination of our people

- to respond so well to the dynamics
of the business 15 the single greatest

i
! m‘n WhybrowQ

Chaiman

o N
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CHIEF EXECUTIVE OFFICER S REVIEW

Jabn Scansbnck
Chuet Exacuive Officer

2006 was a mixed year for CSR
Clearly our share price performance
was disappointing As previously
reporied, we expenenced lowar than
anticipated demand for our headset
chips starting in the third quarter

In the fourth quarter we saw the
effects of a shift in mux to lower end
phones at our customers —which
further reduced demand below

the level we expected This wasa
chalenging changs for the Company
to dealwith Importantly, these were
not losses of share, or sven the rate
of design-wins — both of which
remained generally strong throughout
the pencd - rather they were shifts
i end-consumer demand to which
we had torespond I'm pleased o
say that CSR's management team
rose to these shori {erm challenges
well, quickly reducing hring,
expenses and the ordars on our
foundry and assembly partners to
slow inventory growth This effectve,
discipfined approach when the going
gets tough served us well and 15 an
important orgarusational capability
in the competitive and dynamic
global markets we serve

As well as responding to these

shifts n our customers' demand,
CSR continued to make real progress
elsewhere The Comparty grew diuied
EPS by 32%, revenues by 45%, while
winning more than 500 new Bluetooth
designs workd-wide ~ around 60% of
the total - holding more than half the
unit market and shipping over 250
mdlion Bluetooth chups




~WE CONTINUED TO BUILD A DIVERSIFIED

CHIP BUSINESS AT CSRIN 2006 ONA
COMMON FOUNDATION OF SUPERIOR

RADIO CHIP SOFTWARE AND PACKAGING

TECHNOLOGIES WE CONTINUETO
EXPAND THE DEPTH AND BREADTH
OF THE MARKETS WE SERVE™

QOur design-wan market share

was around three times that of

the nearest competitor and over
ten mes that of the number three
player We maniained a strong new
product pipebne, starting extenswe
sampling and design-in of our 5th
Generation Bluetooth dewices and
began customer shipments of UniF,
our first Wi-Fi solution

Wa continued to butld a strong
diversified chip business at CSR in
2006 On acommon foundation of
supenocr radio, chip, software and
packaging technaloges, we continued
10 expand the depth and breadth of
the markets we serve Thus model
has strong operational feverage

So, for example, the technologes we
develop for the mobile phone market
also form the basis of the Bluetooth
chips we use for our class-leading
headsel devices as well as those
found in game console controllers
ke Sony's PlayStation 3, automotve
applications and music players etc

This model, of foundabon technologes
serving muttiple product market
spaces, allows us to tador our offenng
in each of these markets - for
nstance (o encourage attachrates
n the compeitive space of lower
end mobile phones and to develop
the lowest cost system solutions for
high performance headsets while
efiectvely re-using much of our
{foungation technology investment
Thus forms a strong combination of
busmesses sering diverse markets

CSR's vision s to change the way

the world connects Weseea
spectfic opportunity hare For some
considerable time the ‘last mile’ the
last connechion bstween, onginalty,
the traditiona!l phone systemand a
customer's prarmises was the focus of
nnovation and market growth Digital
connections prohferated through
cable-modems, digital-subscriber-
fines (DSL), wiretess talephony and
wirgless local loop tochnotogles Now
wa see that much of the growth and
opportunity, much of the value, in the
last rile is now behind us Where the
real exciiement, the realvalue
opportunity hes, 1S in the last 25
metres ~ Inside homas and offices
This 1s about connecting the last mile
broadband internet connecion o a
multiplicity of devices for audio, video
and control It might be a Bluetooth
headset allowing hands-free
conneclion to a mobde phone, or an
Internet Radio - classically styted as a
consumer fnendly table top applance
- lwning into an unlimited number

of streaming audio sources It could
include Bluetooth equipped TVs,
sensibly muting when an incoming
mobile phone call s detected, or long
lasting VolP {Voice over Internet
Protocol) phones using the low cost
tanffs of the next generation of phone
service providers These will be
demanding markets to creale,
needing the highest quality radios,
wath ultra-long battery life, extensive
software and systems support and
all delvered on low cost platforms -
allCSR core strengths

The mohile phone market s the
largest we serve and, not surpnsingty,
the most competitive We won nearly
hall of the GSM Bluetooth handset
design-wins in 2006 — down shghtly
on 2005 The percentage of mobie
phones attaching Bluetooth grew to
over 35% for the year Inthis market
we work with our customers {0
engineer our devices 1o the nght pnce
pont to drve volume and attach rate,
especially into lower end phones
This involves using the smaflest chip
size, with kowast raw silicon cost
technology and using our least
expensive packaging — Wafer Level
Chup-Scale Packaging (WLCSP) -

a technology in which CSR leads the
world CSR's Blustooth chips have
the hughest performance radios, with
the smallest packages and are keenly
prced Together wath a strong new
product flow we expect a strong
performance 1 the handset market
m 2007 - with attach rates reaching
between 40% - 50%

Qur new product pipeline focusing
on the molxe phone opponunity
was strengthened in 2006 by the
introduction of our 5th Generation
BlueCore5 FM part, a state of the art
Bluetooth chip integrated with a hugh
performance stereo radio Multiple
design-ns are underway We also
developed Univox Mobile ~ a solution
to add VolP into the GSM mcbile
phone space This will allow
subscnbers using phones with this
technciogy to make low cosl calls via
VolIP operators like Vonage or Skype
when near a supported Wi-A access
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CHIEF EXECUTIVE OFFICER 5 REVIEW
comnued

point in January 2007 we acquired
NordNav Technologies AB and
Cambrndge Positioning Systems
Limited to add more products to this
pipetng The software based eGPS
technology which CSR now has

will allow the addition of the highest
performance location capability on
any CSR Bluetooth equipped phone
for less than one dollar This s truly
a breakthrough in pnca performance
and will herald an era of ubiquitous
location awareness in the coming
years The flow of compeling new
CSRwireless devices for the handset
market will continue beyond these
technologies We've announced
support for Wi-Frin combination with
Bluetooth to be in a future vanant ~
most ikely when the uptake of
Wi-Frin phones moves fromits
current low levels We'lladlso add
Wibree over time Wibree i1s entircly
complementary to our Bluetooth
technology and will extend the
pervasion of wireless connectmty
into completely new areas Ultra
Wideband (UWB) 1s also on our
roadmap for the mobile phone
market UWB will aliow the transfer
of photos, wdeos or musi files at
the highest speeds ever achieved
over ametre or so distance — and
open up new busingss opportunities
for CSR in this space

CSR's business model s to take
these foundation technologies and
re-use them across a diverse range
of other markels - adding substantial
revenue opportunities in the procaess
Trus diversity Is already very evident —
with around 55% of CSR's 2006
revenue being beyond the mobile
phone market n the headset, PC,
Automotive and Consumer spaces

Beyond the handset market,

we continued to make progressin
the Bluetooth headset marketplace
where we won more than four times
the design-wins of all our competitors
combuned Inthis market we engineer
complete solutions based on our
foundation Bluetooth technology -
ensunng that the headset
manufacturer has the lowest possible
cost for all the pans required to make

aheadset In this we have a distinct
advantage - since we aro able to
include Important functions like the
batiery charger circunts nght onthe
same chip as the Blugtooth dewice

Again, new product mtroductions
charactensed our efforts in thus
market with the introduction ot our
5th Generation Biuetooth technology
in a headset varant- adding a
powarful Chgilal Signal Processor
(DSP} to the Bluetooth radio chip

In premium headsets, this OSP can

be used to run special C8R software
to reduce echo and background
noise To further differentiate CSR's
product oftenng, we also built a
network of third panty DSP sciftware
supplers to add further noise
cancellation, texi 10 spesch and
other functions to CSR's headset
solutions We are also introducing
producis to support the low cost
mong headset markat, speciiically
Blueviox QFN - a complete referance
design that supports the tighest
audo quality levels that can be built
by OEMs wath an electronic bill of
matenals of less than $6 We expect
entry level Bluetooth headsets to
thnve in 2007 at the resultant
attractive resale pnce points

Nowhere exemplhiias the pervasion
of wireless connectivity, howaver,
more than our non-cellular business
(PC, Automotve and Consumer} In
20086, the range of CSR Bluetooth
enabled products in these markets
was quite remarkable - ranging from
the controllers in Sony's PlayStation 3
game consale, 10 TomTom, Garmin
and other Personal Navigation
Dewces, Samsung's word-first
Bluetooth enabied Yepp T9 MP3
music player and a mynad of other
devices The revenue contnbution
fromthese and other design-wins

m 2006 was significant —and will
grow considerably in 2007 The pace
of pervasion 1§ exciting - with new
and novel apphications frequently
announced Recently the first TV
with Integrated Bluetooth was
qualfied by Samsung, and the
leaders in the Voice-over-Wi-Fi

and DECT cordlass phone spaces,



Accton and SunCorp announced
adoption of CSR's UniViox VolP
technology tor therr product
ranges - opening completely new
markets for CSR

CREATING THE RIGHT

WORKING ENVIRONMENT

As you can see from themap on
pages 4 and 5, we now operate

in ten countnes However,
although our locations are diverse,
CSR adopts a trndy global approach
to business and s customers

You will ghten find engineers from
labs in one geography workung

to help a customer in a completely
different tocauon, as it 1s routing 1o
have complete solution development
spread across 8 workd-wide team
collaborating together

Atthe end of 2008, CSR's haadcount
had ncreased to 923 from 668 a year
earlier About 70% of our eamployees
have technical quahfications - and
some 60% are employed in new
product research and davelopment

Wa focus on attracting the most
talented people - and then on creatvyg
anernvironment where the best peaple
cando their best work Commutied,
motivated and given the flexbibty to
perform, our teams act quickly and
axacute at speed Above all else,

the results outlined in this report

bear testament 10 the dedication

and expertise of our people

| would also bke to take thus
opportunity to extend my thanks

1o John Whybrow, our Chairman,
who will be stepping down at our
forthcoming AGM John has been
an excellent leader of the Board
and has successfully overseen a
sustained penod of growth for the
Company Ron Mackintosh, who has
served as a non-axeculve director
of CSR since 2004, will succeed
John as Charman Ronis also hugety
expenenced and | am confident will
continue the high quality leadership
of the Board to which we have
become accustomed

FUTURE PROSPECTS

In 2007 we expect the Bluetooth
market to continue o grow dnven
by increasing attach rates in mobile
phones, pulf through of headsets
and the strong growth of Bluetooth
beyond the mabile phone n
compuhng, automolve, gaming
and music dewces Building upon
s mvestments for the mobile phone
segment, CSR will contmue to
dversity into associated markels

As aresult of the extracrdinary
talent in CSR throughout the world,
we continue to develop technologies
that are changing the way the
world connects Leveraging these
feadership foundaton technologies
nto diverse products and markets,
we are developing the producis
and soiutions to help cur customers
create the wireless products that
consumers want We will continue
10 do this in 2007, growing and

diversifying ;2&2'55{131%55

John Scansbnck
Chigt Execuive Officer




WE ARE NUMBER 1 !N OUR MARKET

QOurs 15 the most advanced technology
avalable and, not surpnsingly, it hes at

the heart of many of the world’s most

Innovative wireless products

We work with the market leaders

In every category m which we operale
From handsets and headsets to MP3
players, game consoles, satelfita nawgabon
systems, PCs and cars, CSR technology
underpins the futuras of the most
demanding manuiacturers

Our customers’ leadership depends
on our leadership
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KEY ACHIEVEMENTS

—Nearly hali of all Blugtooth qualfied GSM handsets contained CSR's Bluetooth
—Over 84% of all headsets qualified contamed CSR's Bluetooth

— Prowided connectmty for Samsung's Bluetooth MP3 player, the Yepp T9

— Selacted for the ground-breaking new Sony PlayStation 3

NUMBER 1 IN OUR MARKET
continued

WORKING WITHTHE BEST

We hate wires Consumers hate
wires So we workwith the leading
companies, on many of the most
excihing developments in consumer
electronics, to 1ake the world wirg-free

As you can see on these pages,
the category leaders trust CSR
lechnology Qur client hist includes

- Nokia - Inhandsets
—Motorola - In headsets
—Sony - Ingaming
~Dell-inPCs
-—TomTom and Garrmin ~
In satellite navigation

HANDSETS
The handset market continues
to drive our business

Competiion s most active In the
handset market However, although
the chip pncmng environment remains
competitive, the differentiation and
qualty of the chuip manufacturers’
product offenrg 1s of ugh mportance
to the handset manufactures nns
choce of chip suppler Nearly half

of att Bluetooth GSM handsets quakfied
dunng the year wcorporated our chips
and we continued 1o supply four of
the top six mobule manufacturers

The attachrate - the percentage

of handsets sold wiuch teature
Bluetooth technology —rose agamn
n 2006 It has now mcreased from
14% In 2004 to 25% m 2005 to over
35% 10 2006 We expect the attach

rate 1o nse 1o between 40% - 50%
n 2007 as low end phones start
to incorporate Bluetooth

HEADSETS

During 2008, a total of 100 mono
headsets were Bluelooth qualified

Of these, we won 90, animpressive
90% of afl mono headse!s qualified

In the same pencd, stereo headset
quatficatons numbered 57, with CSR
winning 44, or 77% Overall, we
succeeded in securing 84% of all
headset desgnwins during the year

Manutacturers and consumers simply
prefer the CSR expenence —andit’s
an expenence which s enhanced by
our close workang relationship with
innovative companies through our
Extension Partner Programme  The
Programme has enabled us 10 add
‘best-of-breed’ periormance to our
existing capabilities in many key areas
ncluding, speech recognition, text to
speech and speech to text, noise
suppresston and echo cancellation,
and HIF quality at 'LoF’ pnces

In garty 2007 we produced a
reference design for low cost mono
headsets By reducing the electronc
bifl of matenals to less than $6,

we expect he sellng pnce ol mono
headsets to fall and for consumer
adoption to ncrease

PC AUTOMOTIVE AND CONSUMER
Qur market share m the PC,
Automotive and Consumes sectors
15 around 70% and prowides diversity
bayond our tradional handset and
headset businesses

PC opportunities continue to grow
fast with new wireless applications
rapidty becorning established,

such as strearmung audio to headsets
and transfemng pictures between
the PC and Bluetooth-enabled
cameras, displays and pnnters

InMP3 players, we were proud 10

be chosen by Samsung as partners
for one of the first wireless MP3 players,
the innovative Yepp T9 player

The market for game console

and controfier chups i1s wel over

100 mithon uruts per year and Sany,
the category leades, speafied CSR
for the ground-breaking new
PlayStation 3 Using our propnetary
FastStraam low latency technology.
PlayStaion 3 gamers expeanence
the ulbmate n response times

For example, on a soccer simulaton
game, a virtual striker will shoot as
500N as the appropnate buton s
pressed, with none of tha delayed
actions that can be expenenced In
other wireless systems Theresult?
A better garming expenence for

our customers’ customers

In Automotive, M-Car Communications
for Auch, BMW and Saab, among
others, rely on CSR technology

2006 saw excellent growthin

both the built-in and after markets,
largely driven by interest m the
CSR-equipped satelite nawgation
systems offered by TomTomn
Eurcpe and Garmm in the USA




*For the Xda Atom, wa needed our Bluetooth partner to supply a complate
siicon and software product which could co-exast wath its radio function
and ensurs that there would be no issue of signal statility CSR engineers
worked with us to prowvide exactly that, allowing us to minimise our design
cycle and release the product in tme for Chnstmas ~

Nils Wallnas
Product and Servce Vice Preswdent
02, Asia Pacific

o1

Sony specified
CSRior the
grouna breaking
new PayStabond

o2

We have equapned
satolio navwgabon
systems tor TomTom
n Euopa and Ganmin
nthalUSA

o

Our business
conbinues to bo
drven by the
handsot market

o4

Wo continued to

win busnassin

MP3 players nchudng

partnenng Samsung
with the Yopp T8 player

05
Dunng the year wo
sycceoded n 84% of
al hoadset dosgn wes




WE HAVE A KEENER COMPETITIVE EDGE

We help our customers bang new
and excitng products to market

But why are ours the chips

of chorce? Why do category leaders
such as Nokia, Motorola, Sony,

Dell, BMW and many more choose
to build relationships with CSR above
allothers?

One rsason s because we - kke they -
ame leaders With a huistory that exdends
back to the first days of Bluetooth,

we poneered many of the ndustry
standards We are also lechnologists
who understand what can be
achweved and are mspired and
energised by the challenge

But the pnmary reason concerns the
technical excellence of our products
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KEY ACHIEVEMENTS

—Launched a Wi-Fichip

— Combined Bluetooth with an integrated FM recever

— Announced that we wil prowide GPS to our customers {or less than $1
—Confirmed that we will be producing UWB

~Announced our support for Wibree

A KEENER COMPETITIVE EDGE
continued

EXPLOITING DUR ADVANTAGE

The wortd’s leading manufacturers
trust CSR to consistently deliver
compehtive advantage n key areas

SIZE

Size matters With consumers
demanding greater capability from
smaller dewices, size 1s acnhical
commercial battleground - particularly
n seciors such as headsets and
handsets CSR s theindustry's
pioneer, the first company tointegrate
allwireless technology on a single chip,
and our current target s to reduce the
sizeolathn diefromB670umica
maxamum of 400 um in 2006, we put
FM radho on the chig and we're now
helping customaers mcorporate GPS
technology in their devices

cosT

in our industry, cost is closely
associated with sge Essentally,

our costs are lower because we
generata mare chips from a waler,
dmang greater value from our
investment The size of chip is the
single brggest determunant of cost
and wa design smaller Secondly,
we mtegrate as many technologies
as possible onto the chip i order
to provide greater design freedom
and make it less expenswe for
customers to design and buid
around our products Finally,
because CSR chips provide more
relable connections, we can delver
lower Metime costs to manufaciurers

POWER CONSUMPTION
Traditicnally, capabities such as
Bhuetooth can quickly drain battenes
Not sowith CSR chips [n terms of
power consumption, our products
are aqual to or better than the
campetition, typically using 20%

to 50% less power For example a
headset based on CSR {echnology
can remain on standby yet use only
one mitionth of the power required
by a 80w light bulb This means
that our manufacturers can specify

less powerful - and therefore smaller,

Iighter and less costly - batlenes,
which enables them to offer more
attractve products and greater
value lo consumers

CO-EXISTENCE

The more wireless technologies
ncorporated into a handset,

the greater the potential for
communication problems
Understandably, consumers -

and therefore manufacturers —
want both Wi-Fi and Bluetoothin
a phone because each 1s a perfect
saiution to a different communication
requirement For example, thay
may want {0 download video by
Wi-Fiwhile tallong via Bluetooth
or stream wideo from a home
library through Wi-F1 and histen to
the soundtrack through Bluetooth
But Wi-Firand Bluetooth operate
on the same frequency CSR's
capabiities in Bluetooth and Wi-Fi
mean that, using our solutlons,
both can be used simultaneously,
with no noliceable degradation

INTEROPERABIL!TY

In a wireless world, commurecation
is everything Our technology 1s
proven both in the laboratory and
in the marketplace Inthelaboratory,
we have developed hundrecs

of workarounds In fact cur
Interoperabiity Test Library 1s

the largest in the industry and has
dealt with over 10,000 different
interoperability Issues Manuiacturers
know that wath CSR, the connection
will work Phones will wark wath
headsets which will work with

MP3 players wihich will work

with PCs which will work wath
keyboards and so on

EASE OF DESIGN

We provide market-teading chips
and the software that makes them
work CSR s effectively a ‘'one-stop-
shop’, with chips and software -
such as BlueCore - supphied together
Interoperability is built into the chip,
50 it doesn't have to be designed
into the dewvice itself

FUNCTIONALITY

We help manufacturers seze market
opportunities by constanily lookeng
to build new functions nto our
design TV capabiity, GPS location
technology, FMradio  we go further
than others to help our customers
win New customers




*The Nokia Bluetooth Headset BH-800 was our first
Bluetooth headset to feature Bluetooth v2 0+EDR
and s designed 1o represent our "cullure of mobity’

In order to achieve the highast standard of connectmty,
the choice of a Bluetooth collaborator was simple
CSR provided us with support and expertise In order
10 design a small headset with the most advanced
technology and highest level of voice quality

Razvan Qlosu
Enhancements Vice President
Nokia

To find out moro
about cosl visit
www csf comd

roport/coat

To fnd out rmore abxad
POWE Consumpton
vt www ©87 com/
report/
powerconsumpbon

"o fingt out more about
co-exastonca weit
www Cor comy
mport/coexistonce

To find ot enovs about
nteroperabdty st
www csr com/
ropart/
Intoroporabiity

To tnd out more about
furctonalty vist
www C8r com/
report/functionality

To fnd out MO About
ocho canoelation wst
www csr com/
reportiecho
concallabon

To End out rmore about
OISO SUNMSSION VISl
www csT com/
report/nolse
BUPPIEESION

To find out more about
SUdC enhancement
wist www car com/
report/audio
srhancement




WE CONTINUE TO MEET CONSUMER DEMANDS

The world 1s going wireless This isn't jJust
a prediction or a mmor trend —tis a fact
of business ifgin consumer electronics

Whatever new products or applicathions

are developed to meet emerging consumer
demands, there will be a key role for CSR
technclogy to play in transtorming great
deas nto practical reakty
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MEETING CONSUMER DEMANDS
continued

TOMORROW

Bluetoothis tha gold standard ol
wireless communication and CSR's
understanding of the technology
and dedication Lo its long-termn
development has changed the way
the world connects

We remain committed to Blugtooth -
at the same time, we will continue to
Invest resourcas 10 explore the
potential of other wareless technologies
n order to meet the demands of
manuactuers

On these pages we feature a snapshot
of some of the exciting technologies
and appbcations that are ikely to drve
the consumer electronics marketplace
in the commng years

WI-FI AND WIRELESS VOIP

Wi-Fi and Bluetooth are different,
but they complement each other well
Whereas Bluetooth s betier at
ad-hoc connections, Wi-Fi s more
suited to an office environment such
as downloading emails, transfemng
MP3 files, carmying wireless VolP
telephone calls and soon Although
Wi-Fiis cumrently most closely
associated with PCs and laptops

as the technology betund wireless
internet, in future st wall form the heart
of new telephony systems It will be
possible to provide a searnless lnk
from mobute to VoIP so consumers
can use a single phone at home, in
the car and at work

Our UniF) chup provides low power,
small size and high performance Wi-Fi
capabilities Our Univox phone design
reduces the manufactuning cost of a
wirgless VoIP phone 1o an electronic
bd of matenals from $24 and increases
the battery fe 1o over 20 hoursona
call and over 400 hours waiing for a
call Just as important, it offess the
best Bluetooth co-existence, so
Bluetooth and Wi-Fi can sit alongside
each other in tha samse product

GPS

The early apphcation for GPS
technology in phonNes was N response
t0 911" legislation i the US This
required location-finder capakbility

to be built nto handsets so that the
emergency services could Kientrly
thelocation of & caller For the future,
GPS has many nteresting, hughly
creaive possibiies

tnterms of its tradibonal kocavon-finder
capabilty, a handset with a CSR chip
incorporatng GPS could be used

for satelite navigabon, helping
consumers 1o find the nearest coffee
shop. petrol station or hotel Beyond
that, businessas could use GPS to
communcate to potential customers
n paricular locations For exampte,
a supermnarket could text time-
sensitve special offers to shoppers
within a cerlain rads of the store

ULTRA WIDEBAND

UWB increases the speed of data
transmission that Bluetooth can
handle We am to bang together the
best of Blugtooth and the best of UWB

by integrating both onto a single chip
Akey issue that we will resolve 15 the
comparatively haavy power
consumption of UWB

Qur Bluetooth chups are already
taster than our competitors’ products
With UWB, that speed willincrease
by up to a hundred bmes, dramabcally
extending the chip's possibities

For example, UWB-based Bluetooth
will be able to upload and download
vast mulimedia files and handle
tasks such as synchrorsing Outiook
dhanes between the PC and the
phone with ease

WIBREE

Developed by Noksa, Wibreets an
exiension to Bluetooth that opens
up new ways in whuch Bluetooth
canbeused How? Because
Wibree offers greatly reduced
power consumpbon and so can be
incorporated in small devices that
only require button battenes

As part of the Witree consortum,

wae are working to meorporate Wibree
technology on Bluetooth chips Inthe
future, 2 smple mobile phone handset
could act as a remote control dewice
for central heating, TV, burglar alaim
systemand many more It sounds
compilex - but with our help it wil
become part of everyday ife

WIRELESS PCs
A key focus dunng 2006 was our work
with Dell and Microsoft to successtully

develop the world's first Windows PC

10 ship with only 2 wireless keyboard

To find out mom about
Bhuatooth vsi

WWW CSF COm/
report/blusiocth

To fnd oul mom about
Wi-Fiwst

www csr com/
report/wifi

To firnd out moro abxout
UWB vsit
wWww Csr com/

report/uwb

To find out more about
Wibroe vist
wrw c3r com/

report/wibroe

To hndd out more about
FM vesat

www car cam/
reportfm




* As the leader in headsels for business users,
we understand the importance of detvering
mnnovative products quickly Parinenng with CSR on
the Voice Dongle solution enabled Plantronics to rapdly
develop a fully Interoperabiity tested VolP product

Chuck Yon
Business Salutions Vice President
Plantronics

and mouse This has not been
possible n the past because a wired
keyboard and mouse have been
necessary In order to mstafl any
warttess penpheral

The Delt XPS M2010 1S now In
production and we are confident
that in the tuture all PCs wall shup
with wireless penpherals

THE CSR VISION

The move to wireless technalogy

1s unstoppable Consumers want
wireless appbcations, manufacturers
are developing new solubons that
meet thosa demands - and we are
committed to remarung nght at the
front of the wirgless industry

Raspected as the mdustry proneer,
recogrksad as the catalyst for an
evolving marketplace and acknowiedged
as the leading voice In wiraless
communications, we have become
astablished as a broader suppher of
siicon into the phone New, consumer-
drven tealures such as GPS location-
finder capabxity are baing brought to
market as a direct result of cur design
team’s know-how and capabilites

Lookng ahead, we have the vision
and the expertise to bnng a new range
of warelass techncloges to market Our
portiobo and roadmap encompasses
a broad spectrum of technologies for
personal and local area networking

In every case - with every enhanced -
feature or new nnovabon we introduce
- we becoma an increasingly valuable
partner for the most demanding OEM
and ODM customers

The outlock for CSR remains

excallent as we contnue to offer
complete systems solutions for
wirraless appbcations including
software Our future s nchwith promese
and we are pased {0 reap the rewards
of market leadershup as our industry
pushes back the boundanes of
wirrgless communication

o

GPS could ba used
for satedte nawgaton
n handsels

02

The Ded XPSM2010
Tha workd's frst
Windows PC 10 shp
with Only 8 wirelass
keyboand and mouse

ac]

Wi-Fi, el for
downloading emals,
transienng MP3s
andsoon
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BUSINESS REVIEW "CSRANNOUNCES RECORD

RESULTS WITH REVENUE UP
45X TO $704 7 MILLION AND
OPERATING PROFIT UP 33X
TO $149 D MILLION™

CSR plc s the holding company
of an international group of
comparues withits headguarters
inCambndge, UK CSR pic hsted
on the l.ondon Stock Exchange

in March 2004 and is a constituent
of the FTSE 250 Index

PRINCIPAL ACTIVITIES

CSR designs and supplies single
chip wireless devices Through

its BlueCore range of products,
CSRis the market leader in the
supply of single chip solutions for
Bluetooth wireless voice and data
cornmunications, providing low
cost, high performance integrated
crrouits (IC's or sticon chips) 1o
manufacturers of a wade range of
electronic devices including mobile
phones, headsets, laplop PC's,
personal digital assistants (PDA's),
PC penpherals, games consoles,
stereo headphones, MP3 players
and automotive based systems

We supply over 450 end customers
ncluding Apple, Dell, LG, Motorola,
NEC, Nokia, Panasonuc, RIM,
Samsung, Sharp, Sony, TomTom
and Toshiba CSR1s also diversifying
beyond Bluetooth, namety Wi-Fi,
FM, UWE (Ultra Wideband), Wibree
and with the recently announced
acquisiions, Global Positioning
Systems (GPS)

CSR1s organised around its
research and development team

of 609 staff as at the year end (2005
454) The mgonty of these ara based
in Cambndge. UK, with teams in
Aalborg, Denmark, Lund, Sweden,
Dallas and Detroit in the US, Sophia
Antipolis, France and Bangalore,
India Our sales and marketing
function 18 centred in Cambndge.,
UK with sales laison offices n Dallas,
in the US, Tarpa, Taswan, Seoul,
South Korea, Tokyo, Japan and our
naw office In Shanghai, China which
opened in November 2006

CSRs a 'fabless’ semiconductor
company All walers fabncation,
assembly and lest. and shipping

1S subcontracted to Tamwvan
Sermiconductor Manufactunng
Company (TSMC) and Advanced
Semiconductor Engineenng (ASE)
inTawan Manufactunng 1s currenily
located gnncipally in Taiwan to
rminimuse production cycla tms

and inventory, smplfy logestics

and to take advantage of a common
language and cufture Dunng 2006,
CSR expanded the number of
TSMC wafer fabncation sites it uses
to four different sites in Taswan and
afifthinthe USA Simiarty, we plan
to qualify an assembly and test site
outside Tawan in 2007 By increasing
sourcing ophions, we are better
placed to deal with any unplanned
interruptions at any single location,
as well as having access to addional
capacity to respond to increases

In demand




We have developed excellent
relationships al all levels with TSMC
and ASE This has served us well
and provided us with leading-edge
manuiacturing technology and
streng support In satisfying capacity
requirements and controltng costs
Using this production process has
enabled CSR to succasstully ship
ovor 500 mition Bluetooth single
chip dewices, lifelime to date, whulst
aggressive cost management has
maintained margins as seling prces

Paul Geodndge
Franco Droctor

providing techrucal support to
product developers to encourage
them 1o design products using CSR's
IC's For this purpose, we prowvids a
range of development kits and tools

STRATEGY

CSH's objectveistobe the
supplier of choice of single chip
solutions for wireless voice and data
communications Key elements of
our strategy include

come down This encourages adoption  Bluetoothin Handsets

of our technology in the products
of current and potential customers

CSRA sells to Onginal Equiprment
Manutacturers (OEM's) and Cnginal
Design Manufacturers (OOM's),
pnncipally through our own direct
sales force and, in North Amenca,
through sales representatives

We also market our IC’s through

a network of distnbutors

Our marketing efforts are supported
by a team of applications engineers
who prowvide technical support and

assisiance to existing and potential
customers in desigmng, testing and
quahhyng systems that incorporate

our products

This support 1S generally provided
without charge to customers who
have the potential to purchase large
volumes of products Animportant
part of our marketing effort nvolves

CSR's cora slrangthis in mobile
handsels and our strategy 1S to
maintam our pashion in this market
We believe we are well positioned
to develop hardware and software
solutions to address the existing
and future applications for Bluetooth
in handsets and also in the wireless
headsets with which they connact
We pian to continue to offer
increased software content to
enable new products to provide
complete solutions for customers
~ The software also improves the
robusiness and fliexibility of our
solutions and helps to distingush
thern from competing offenngs
CSR will continue toncrease the
functionality of our IC's and develop
on-chip apphcation software
CSR will then be ahle o further
reduce the tota! cost of our complete
Blustooth systern to our OEM and
QDM customears

Beyond Bluetoothin Handsets
Wa also plan to continue (o add
value baeyond Bluetooth, in the
mobile phone market We beheve

our single chip, radio frequency and
software design expertise, combined
with our knowledge of integrating
wireless solutons wath customers’
products, positons us well 1o pursue
cpportunibies for solutions in new and
developing wirgless communications
standards Focussed on top tier and
innovatve ODM's, we are developing
products that incorporata Bluetooth
and other valuable features These
add value by adding functionality to
the Blustooth chip to do things along
with Bluetooth We are already doing
this with FM, as well as our UniFi chip
for SIPAMSNVCC (session nitiation
protocoV IP mult-mecha subsystem/
voice call continuity) and fixed mobile
converged phones and hence
extending the range of our products
In addition we are workung on UWB,
for very high speed downloads,
Wibree and with our recent
acquisitions GPS

Beyond Handsets

The thurd efement of our strategy is to
taka the products and technologles
we hava developed for handsets
and develop, at relatively low cost,
denvatives for other marketplaces
We are already daing this in the PC
sector, as well as games consoles,
stereo headphones, MP3 players
and automotive based systems
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BUSINESS REVIEW
continued

COMPETITIVE ENVIRONMENT

The markets in which CSR operates
are intensely competitve and are
charactensed by rapxd technological
change, evohng industry standards
and declining average selling pnces
CS5R's pnmary competition includes
Broadcom and Texas instruments

We provide our customers with

a number of benefits ranging from
small size, low cost and low power
usage to excellent co-exstenca,
interoperability, design and
functionalty All these areas are
discussed in more detatl on pages
18019

OPERATING REVIEW

The Bluetooth market grew strongly
in 2006 to over half a bihon unils
from between 310 and 320 milhon
N 2005 (2005 source IMS)

This considerable growth was
driven by Increased attach rates in
mobile phones with the assocated
pull through of headsets and more
significant shepments into
applications beyond the mobile
phone iIncluding PCs, automotive
and consumer devices

OPERATIONAL STATUS AND
DESIGN WINS IN 2004

CSR has mantained its leading
positionin the Bluetooth market,
with the majonty of design wins
Iisted on the Bluetooth website

N 2006 CSRA defings a design win
as an end product or madule hsted
on the Bluetooth com website
identifying one of CSR's BlueCore
parts as the Bluetooth sohion being
used As arulethese dessgnwins -
will be an indicator of future revenue
although some design wins are for
products, such as mobile phones,
whuch sellin more volume than
others whilst some bsted qualdied
products naver go {o produchon

In total, CSH won over 530 new
designs in 2006 {2005 460) of
which 49% (2005 59%) werein the
cellular market (miohite phones and
headsets ) CSR's strong position
with the top tier mobile phone

manuiacturers continued with
notable wins with LG, Nokia,
Motorola and Samsung

Revenue increased for the sixth
consecutve year 10 $704 7 mullon
and represented a 45% Increase
on 2005 revenue ($486 5 mion)

Celtular

CSR beleves attach rates of
Biuetooth into mobile phones grew
to over 35% mn 2006 from 25% in
2005 CSH expects the motule
phone attach rate to Increase to
betwean 409% and 50% in 2007

As widely reported, the second half
of 2006 saw a product mix shift away
from rid and high end handsels
whuch contain Bluetooth towards
lower end handsets which do not yet
conlain Bluetooth The majonty of
new Bluetooth product qualificatons
n the handset segment were for mid
and high end handsets Whilst the
Bluetooth attach rate for low end
handsets remams relatively low, we
expect Bluetooth attach rates in the
low end to Increase BlueCoreb FM,
CSR's integrated single chip
Bluetooth with a high performance
FM stereo tuner, was qualfied in
November 2006 Recenl significant
design-n actaty lor BlueCore5 FM
{customer mntent, supported by
engineernng programmes, 10 use
CSHA's Bluetooth products) gve
CSHA confidence that it s well placed
to benefit from an increase in attach
rates in low end phenes

In 2006, CSA achieved 122 of the
362 product qualfications inthe
miobile phone segment CSR once
agan performed strongly with top
tier OEM's in the tigher volume:
GSM (Global System for Mobile
Communications) handsets with
99 of the 226 GSM mobile phone
quabfications dunng 2006, which
18 44% oi all GSM mobile phone
qualfications In the lower volume
CDMA handsets CSRhas g low
market share as COMA related
qualfications continued 10 bein
conunction with Qualcomm for
the analogue/RF only portion of




the Bluetooth system In 2006
27% of all handsets quabfied with
Bluetooth were CDMA handsels

The headset market grew
significantly in 2006 compared to
2005, driven by the proliferation of
Bluetooth mobie phones and new
legislation in many countnes making
it illegal to drive whilst using a mobile
phone without a hands-free system
For 2006 as a whole, CSR belioves
that the handset to headset pull-
through was between 20% and
25% The headset market I1s prone to
varnable levels of promotional actiaty,
double-ordernng and mventory build
In the second half of 2006 changing
purchasng patterns at a headset
custormer led to CSR expenencing

a lower level of demand than had
onginally been anticipated QOverall,
CSR believes that end customer
demand for headsets remans strong
with design actmty reflecting this

CSR remains the clear market
teader in the headset segment with
84% of all design wins in 2006 Qur
customers value ocur comprehensive
systern solution, low parts count
and very long battery [fe CSR's close
workang relationship with innovatwe
companies through its Extension
Partner Programme, has enabled

i 10 add ‘best-of-breed’ performance
o existing capabitties in key areas
such as speech recognition, texi to
speech and speech to iext, noise
suppression and echo cancellation
CSH expacts that headset attach
rates will increase drven largely by
the avatabibty of low-cost headsets
In Q1 2007, CSR has announced a
reference design for such a headset
with an electronsc bl of matenals of $6

CSR's leading posttion in the mono
headset sector continued wath 80%
of qualified design wins (2005 89%)
Notable design wins included Ben
Q,GN Netcom (Jabra brandy,
Motorola, Nokia, and Samsung

2006 saw growth in stereo
headphones which can be used
for both phone calls and bstening
tomusic CSR expects this market

to show strong growth over the
coming years, as more phones
incorporate MP3 players and more
MP3 players melude Bluetooth Inthe
sterep headset market, CSR secured
77% (2005 69%) of the available
designs for customers such as
Motorola, Nokia, Jabra and Samsung

CSA has a strong new procuct
pipelne for the mobile phone market
In addition ta the best performing
BC5 FM part, CSR has announced
a Bluetooth only ROM vanant

In addiion design actaaty for UrufF,
the ndustry's first smgle chip
IEEEBOZ 1 1a/b/g embedded
solution, contmues to be strong

For the VolP market, CSR has
launched the UniVox reference desian,
which allows for a voice-over-Wi-Fi
cordless phone 1o be produced for
an electronic bill of matenals from

as low as $24 In February 2007,
CSR launched Univox Mobile which
provides a smple, low cost strategy
for developing dual mode handsets
The dual mode handset employs W-
Fi for ndoor connectmty via access
points but 1S also ntegrated with
normaf cellular connectivty for
outdoor mobila cals CSR's Univiox
Mobile provides a complete
subsysiem to add dual mode
wineless VoIP to GSM/ GPRS phones
for the mass global market at the
lowest cost and with the lowest
power consumption CSR has
been awarded significant design
wins with Accton and SunCarp for
phones based on the Univox
reference dasign Thefirst UniFi
sdicon was delivered to customers
In 2006 As we had e«pected, UniFi
revenues in 2006 were modest and
are expected {0 become more
significant in 2007

CSR has also launched its ground
brealang ES000 software GPS
solution for mobile phonas With
technology corming from the NordNay
Technologtes AB and Cambndge
Positioring Systems Limited
acquisihions, this will allow the highest
performance location technology

lo be mntegrated on a CSR equipped
mobile phone for less than 1

Non Cellular

Bluetooths increasingty being
ncorporated into apphcations
beyond the tradifional celivlar
segment including PCs, gamag,
music and automotve In 2006, there
were 398 end products and modules
quatihed in the non-cellular sector,
43% of all product qualifications

In tha consurner sector, music and
gaming applications have recenved
significant media covarage in 2006
Bluetooth i1s being used i games
consolas and Blustooth connectmty
for MP3 players Is gaiming tracton,
initally via plug-in adaptors enabling
stere0 headphones to be connected
wirelessly CSR has won a number
of designs for MP3 players including
Samsung’s innovative Yepp T9
player Inthe gaming sector CSR%S
Bluetooth chyps are used In Sony's
PlayStation 3 console and controller

The automotve market prowides

a sigruficant growth opportunity

as the number of car manufacturers
oflering Bluetooth connecimty
increases CSA secured 75%
{2005 77%) ot all designs with
automatwe customers CSR
technology 15 used by Auch,

BMW and Saab, among others

tn additon to built-in Bluetooth, used
predorminantly tor hands-free calls
via the car HiFi system, there1s a
significant aftermarket seraced by
chp-on handsfree Bluelooth dewvices
2006 saw strong growth n both

the built-in and aftermarkets
Growthn the aftermarket was
largely dniven by interest in the CSR-
equipped sateliite navigation systermns
offered by TomTorn in Europe and
Garmin in the US

The PC market for Bluglooth
continues to grow with penetration
of Bluetooth in laptops nsing to
over 20% in 2006 up from the high
teens percentin 2005 We expecl
penetration rates to grow further
as the stereo headphaone market
grows, VOIP calls using cordless
headsets pared lo PCs mcreases
and the bandwidih of Bluetooth,
using UWB, increases m 2007
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and beyond, allowing very fast

file transter CSR achieved a
100% {2005 719%) share of all
laptop designs ncluding Fuptsu
Siemens, LG and Panasonic

as well as more PC penpherals
{(including prnters, cards and
dongles) than any other competitor
including with Dell and Canon

OPERATIONAL

To further support CSR's advanced
produchion processes, production
began toramp upn 2006 at afifth
TSMC waler fabncation facility in
Washington, USA CSR s already
quahfied on four sites In Taiwan
CSRis aworld leader n WLCSP
(wafer Level Chip-Scale Packaging),
gnang our customers the smallest
package sizes (tdeal for skm phones),
integrated modules and the lowest
cosl Worlung with cur assembly
and test partner ASE, CSR has
turther extended its lead m thus
technology with the development

of the first 300mm water, fine pitch
WLCSP solution for the BlueCore 5
and Unib product families

RESEARCH AND DEVELOPMENT
CSR devotes substanual efiort

to research and development,
which underpins and sustamns

our success We are CONSCIOus

of the need to ensure adequate
financsal and human resources
are avallable for research and
development, and these 1ssues
and tuture planning are considered
at operational lavel and at sach
Board meeting In 2006, research
and development cosis were
$109 3milion (2005 $60 3 mdlion)
representing 15 5% (2005 12 4%)
of turnover

We have the expenence, skills
and track record lo design the
software for GPS, UMA (Universal
Maobile Access) and fixed-mobile
converged phenes and hence
extend our range of products
going forward In the longer term
CSR's research and devaloprment
expenditure 1s expectad to reach
al least 17% of revenue

PATENTS

As a result of our research and
development efforts and recent
acquisitions, CSR has over 100
granted patents and a significant
number of further applications in
progress Attheyearend, CSR

was alerted 1o a complaint filed by

the Washington Research Foundation
in the Federal Coun of Seattle,
Washington alleging patent ninngement
against four comparnies Matsushita,
Panasonic, Nokia and Samsung

The complamt refers to certan U §
patents owned by the University of
Washington claimed to be relevant

to Bluetoothchips CSR beleves the
sutis without ment In relation to CSR's
Bluetocthctups CSR will defend s
products wgorousty and, to this end,
moved tointervene in the fegal action
on 30 January 2007

EMPLOYEES

Headcount has increased from
688 at the end of 200510923 at
theend of 2006 This predominantty
reflects continued Investment in
engneers to support new R&D
projects and further recrutment

In sales, marketing, applcations
engineernng and operations (o
support business growth

CSR's employees are key
contnbutors to its success

We encourage good employee
relations across all our operations
and requre that this 1s facilitated

by regular meelings and scheduled
briefings attended and supported
by senior management

Regular Group-wide briefings

are held wath all staff In addition,
scheduled meetings are held at team
and department levels to consider
commercial, stratege, financial and
hurnan resource issues Key findings
trom these meetings are discussed
at a weekly meeting of serwor
management for CSR's operations
worldwide These have beenan
important element in supporting

our rapid growth CSR also operates
a number of incentive plans, which
enables employees 10 participate
directly in the success of the




busingss Subject to the discretion
of the remuneration comemutiee and
the nules and apphcable performance
conditions of the incentive plans,
employees can paruapate intha
group’s cash bonus and share
option plans  Employees are also
encouraged (o nvest n the group
through participation in the Save

As You Earn ('SAYE") option scheme

We also recogrise our responsibilities
10 ensure larr treatment of all empioyees
In accardance with national legislation
in the terntonas n which we operate
Equal opportunities for appropnate
training, career development and
promotion are avalable to all
employees, regardless of any physical
disabtity, gender, religion, race, age
or nationalty In particular, having
regard to ther aptitudes and abilines,
we giva full and farr consideration 1o
applications for ermployment received
from disabled persons Where existing
employees become less able bodied,
1tis the group's policy wherever
practicable to provide continuing
employmen! under normal terms
and conditions Prowisions for
pension arg avaslable for al employees
erther through partricipabion in the
slate pension schemes operated

by the country inwhich the empioyee
13 resident or provision of a defined
contnbution pension scheme Such
defined contnbution schemes are
rmagianed n accordance with legslatve
requrements, custom and prachce
and Company pobcy as appropnate

SQCIAL RESPONSIBILITY

CSR recognises the importance

of social, environmental and ethecal
{SEE) matters and dunng 2006,
continued 1o work towards
comphiance with the ABI disclosure
guidelines on socal responsibility
This In¢ludes the Company's
impact through its operations on
the environment, on the salety and
well being of our employees, and
end users of our products as well
as those who contribute to the
process of the development and
manufacture of CSR's products
through its suppliers, distnbutors
and cusiomers

tn January 2007, Cambnrdge Siicon
Radio Limited achieved certification
aganst the nternationally recognised
environmenial management
standard ISO 14001 As partof

the environmental management
system (EMS), the Company has
defined and implemented an
environmental polcy and objectives,
endorsed by the CEO and backed
by the Board of Directors

The Company's snvironmental
policy ncludes commitment to

—Employea consultation
and training,

- Legal complance and due
consideration of other stakeholder
envronmental reguirements, and
future expectations, and

—Assessment of CSR's actmities
and product related environmental
impacts to identify objectives anc
targets for continual improvement
of environmental performance

CSH has, through assessment of
its envronmental impacts, identified
objectives for the creation of
programmes (o Improve its
environmental performance in the
followang areas

--Fossil tuel energy consumpton
at s UK locatons,

—Mains water consumption abits
UK locations,

—Comphance with the restriction
on the use of certan hazardous
substances in electneal and
alectronic equipment {'RoHS") and
related global market legistanon,
including exceeding RoHS
requirements by including CSR
manuiaciured test equipment in
this prograrmme,

—Creation of a programme {0
nstigate substitution or reduchon
of environmentally harmful
maternals incorporated into CSR
products to acceptable levels
where practcable

European RoHS legistation came
into force In July 2006 and CSR's
standard integrated circuits are fully
comphant CSR s also constantly

monitonng and evatuating
requrrements of upcoming
enaronmental legistation RoHS
equivalent legislation in China and

UK legistation related to the European
Waste from Electncal and Electronic
Equpment (WEEE) Directive are due
to become effective n 2007 CSR1s
evahsating the impact of this new
legislation upon our products and wilt
put n1o place appropnate processes
Lo ensure compliance as required
Furthermore, CSR)s also evaluating
new ‘greener’ matenals which go
beyond the requirerments of existing
legisiation to address future customer
requirements CSR has processesin
place to makea sure customers are
supported with up to date matenals
mnformation and laboratory analysis 1o
prove environmental comphance of
CSR's products Dunng 2006, CSR's
envwwonmenial complance procasses
have also been audited by a number
of customers, which has resulted in
CSR being accredited to their world
class environmental requirements

CSR recognises the importance of
ensunng that iis key suppliers have
appropriate pohcies and practices
on SEE matters Key suppliers are
selected and assessed based on
certification to appropnata global
standards, such as 1ISO 14001,
OHSAS18001, and SAS000

FORWARD LOOKING STATEMENTS
The Annual Report contains certain
forward looking statements
Statements containing the words
‘believes’, ‘Intends’, 'expects’,
‘plans’, ‘seeks’, 'anticipates’, and
other words of similar meaning are
{forward looking These statements
are mades by the drectors n good
faith, based on the information
available to them up 1o the tme of
the approval of this report By therr
nature, forward looking statements
invotve nsks and uncertanties
because they relate o events and
depend on circumstances that will
or may occur in the future Actual
results enay differ from those
expressed in such statements,
depending on a vanety of factors
These factors inchude consurner
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and market acceptance of the
Company's products and the
products that use the Company's
products, decreases in the demand
for the Company's products, excess
inventory levels at the Company’s
customers, declines in average
selling prices of the Company's
products, cancellation of existing
orders or the failure to secure new
arders, the Company's failure to
introduce new products and to
mplement new technologies on
atmely basis, the Company’s falure
to anticipate changing customer
product requirements, fluctuations
in manufactunng and assembly and
lest yields, tha Cormpany's failure 10
deliver products 10 its customers on
atmaly basis, cisruption in the supply
of wafers or assembly or testing
services, the trming of sigrificant
orders, Increased expenses
associated with new product
introductions, masks, or process
changes, the commencement of,
or developments with respect (o,
any {uture iigatiom, the cychcality
of the semiconductor industry,

and overall economic conditions
CSRundertakes no obligation to
update the forward locking
statements contained in the annual
report or any other forward looking
statements i may make

BUSINESS RISKS

There are a number of potential nisks
and uncertainties which could have
amatenalimpact on the Group's long
term performance

Fabless Busness Mode!

The Company uses independent
supphers to maniufacture, assemble
and test all of its products As aresuft,
the Company’s business model 1s less
capdalntensive TSMC, the world's
largest sermiconductor manufacturer
1s the Company's wafer foundry

ASE performs all of the assembly and
testing of CSR's IC's CSRs therefore
refiani on these Independent suppliers
to provide the required capaciy lo
manufacture, assemble and test all

of ts products and to provide high
quabty products on time

The Company mantans an nternal
manufacturing support group
which directs product supply, helps
ensure a high level of quahty and
reliability and works with the wafer
foundry and production assembler
to resolve 1ssues

Product Design Cycle

The design cycle for the Company's
IC's in Bluetooth enabled products
can lake up to 24 months to
completa and volume progduction

of products using the Company's
IC’s can lake an addivonal s months
ormore Ths lengthy design cycle
makes forecashng preduct demand
and the tming of orders difficult for
the Comparny In addition, the delays
inherent in lengthy design cycles
increasa the nsk that the Company's
customers may seek to cancal or
modity orders

Product recall or

delays in new products

The Company’s proctucts are complex
and may contain undetected handware
and soltware errors or failures when
first mtroduced or as new versions
are tested The resolution of these
errors could cause the Company

to mvest sgnificant capital and other
resources and dwvert ts techrnical
staff from other development efforts
If CSR delvers products wath errors,
defects or bugs, its credibility and
the market acceptance and sales

of its products coutd be harmed,
causing significant customer
relabons and business reputabon
problemns as well as potentaly
significant procuct recall costs

Transisorung to smaller

geometry process technologies
Toremamn compettive, the Company
expects to continue to transiion

its semiconductor products to
ncreasingly smaller ne width
geometnes This transiion requires
modification to the manufactunng
processes and the re-design of
same products as well as standard
cells and other integrated circunt
designs that may be used in multiple
products This may resultn




reduced manufactunng yields,
delays in product delivenes and
increased expenses

Product Lite Cycle, Dectining Prices
The iife cycle of the Company's IC's
can be relatively short The average
seling prices of the Company's IC's
will ganerally tall over the product's
lite cycle

The Company's abiity to increase
turnover, therelore, depends onits
abilty to increase unit volume and
to introduce new products that are
accepted by customers

Terms of Sate

Sales are made under the
Company's standard conditions

of supply, IN response 1o customer's
purchase orders or under separately
negotiated terms and conditions
with certain customers

Industry practice does, however,
mean that customers may from time
to tme seek to re-schadule and cancel
orders onrelatively short notice Asa
resull, backiog may not be an accurate
indicator of future turnover Customer
order cancellations and changes mn
product spectfications could result in
aloss of urnover and excess inventory

Seasonalty

Pnncipally afl of the Company’s
customer design wing have been in
products with consumer electromc
applications As a result, CSR expects
its business to be subyect to seasonality,
with increased turnover in the penod
Apnl to Novernber with a slowdown

n actmty in December and into the -
first quarier of the following year

Cychcalty

The sermconductor ndustry 1s
cyclical and has expenenced
significant downturns, often n
connechion with matunng products
and declines in general economic
conditions Such penods have
reflected production overcapacity,
axcess nvenlory levels and
accelarated erosion in average
selling pricas

New revenue sources

The Company's future success

15 dependent upon our ability

to develop new sermiconductor
solutions for existing and new
markets, ntroduce these products
in a cost-gffective and imety manner,
and convince lgading equipment
manufacturers to select these
products for design into therr

own new products

Reliznca on sUCcass

of customers’ products

The Company relies on equipment
manufacturers to select our products
1o be designed into thexr produclts
Furthermore, even f an equipiment
manufacturer selects CSR's product,
we cannot be assured that ther
product will be commercially
successful As aresult, sales of

the Company's products are largaly
dependent on the commercial
success of customers’ products

Inabxlity to protect the

Company's intellectual property
The success of CSR depends on
our ability to protect our intelleciual
property and trade secrets Despite
prudtent steps taken by the Company
to protect its propnetary nghits, third
parties may attempt to Copy aspects
of CSR's products and seek louse
information that CSR regards as
propnetary Theres ansk that the
Company's means of protecting ts
ntellectial property nghts may not
be adequate and weaknesses or
falures in this area could adversaty
afiect CSR’s business

Infnngement of third party

ntellectual property nghts
Compantes in the semuiconductor
industry often aggressively protect
and pursue therr intellectual property
nghis Claims agamst the Company
could adversely affect our ability 1o
market our products, require us to
re-design products or seak icences
from third partes, and serousty harm
the Company’'s cperating results

In acdion, the defence of such claims
could result n significant costs and
dwvert the attenton of the Company's
management or other key employees

ldentfication and successiul
Integration of acquisitons

The Company expects to continue
{o review acquistion targets as part
of s strategy Market condiions
may kead to increased competition
for targets and as a resull kgher
acquisibon pnees or fewer value-
creating prospects

The integration of acquisitions

also involves a number of unique
nsks, inciuding diversion of
management’s attention, faillure

to retam key personnel of the
acquired business, failure 10 realise
the benetits anticipated to result
from the acquisition, system
integration and nsks associated
with unanticipated events or habilities

Management of the Company are
constantly considenng and revewing
nsk In addinon the Company has
put in place formal processes for

the identification and, where possible,
the managemaent of significant nsks
which are rewewed rogularly by
semor management This s formally
reported on a regular basis lo the
Audit Commitiee, as a result of
which the dractors are aware of the
poiential cost and resources Involved
in managing these rsks Details on
the denbfication and management
of nsks are also addressed on pages
42 and 4310 the Corporate
Governance Report

CRITICAL ACCOUNTING

POLICIES AND ESTIMATES

The preparation of the Company’s
financial statarments under IFRS
requires managemant to make
estimates and judgements that
affect the reported amount of
assets, labidibes, turnover and
expenses, and related disciosure

of contingent assats and labiities
On an ongoing basis, CSA svaluates
estmates, including those refated

to uncollectable accounts recevable,
inventonas, Investments, intangtble
assets, income taxes, financmg
operations, warranty obligations
and contingencies and htigaton




Changing 1he way the world Connecis
CSA plc Annual Rpport and Financal Slatements 2006

BUSINESS REVIEW
continued

The Company's estimates are
based on historical expenence

and on vanous other assumptions
that CSR believes to be reasonable
under the crcurmstances, the results
of which form the basis for making
the jJudgements about the carmying
valuas of assets and liabilibes that
are not readily apparent from cther
sources Because this can vary in
each situation, actual results may
differ from the estimates under
differant assumptions and condiions

CSA beleves the following

cntical accounting policies

and estimates areimportant

n understanding the Group's
Consohdated Financial Statements

Inventory valuation

Inventones are stated at the lower
of cost and net realisable value
Prowisions for excess or obsolete
nvantory are recorded based upon
assumptions about future demand
and market conditions I actual
market conditons are less
favourable than those projected by
management, addional inventory
provisions may be required

Impairment of non current

assets including goodwall

An annual imparrment test s
performed i respect of goodwall
In addition CSR assesses its non
current assets for possible
impaiment if there are avents or
changes in crrcumstances that
indicate that carrying values of

the assets may not be recoverable
Indicators of potential impairment
include changes in the Group's -
strategy and business plans, fadure
to maet performance projections
inciuded in our forecasts of future
operating results, and a slowdown
i the worldwide economy or the
sermiconductor industry

The assessment for impaurment
entats companng the carmying value
of the non-cument asset with the
recoverable amount of the asset,

that s, the lugher of net reahsable
value and value m use Value m use
15 usually deterrnuned on the basts

of discounted estimated future net
cash flows Significant management
pdgement s required in the forecasts
of future operating results that are
used in the discounted estimated
future net cash flows The estimates
wae have used are consistent with
the plans and estimates that we

use to manage our business

Itis possible, however, that tha
plans and estmates used may

be incorrect If our actual results.,

or the plans and estirnates used in
future imparment analyses ane lower
than the original estimates used to
assess the racoverability of these
assets, we could incur additional
imparrment charges

Prowvisions and Liabilties
Prowisions and habilities are
recognised in the penod when
bscomes probable that there wall
be a future outflow of lunds resulting
from past operations or events that
can be reasonably estimated

The tming of recognition requires
the apphcation of judgement to
axisting facts and circumstances,
which can be subject to change

The camyng ameunts of provisions
and habities are reviewed regulary
and adjusted to take account of
changing facts and crcumstances
Any change in the carrying amount
would result in a charge or credit

to profit for the penod in which the
change occurs

Research and Development
Expenditure on research actmities
undartaken with the prospect of
ganing new scientific or technical
knowledge and understanding, 1s
expensed in thencome staterment
as ncured

Where a product can be dentified,
#s cost can be measured, 15
technically feasible and it 1s probabile




it wall generate future economic
benefits, development costs ame
capitahsed and amortised on a
straight-line basis over the estimated
usaful lle of the respectve product
The Company believes its current
process for developing products s
essentially compieted when products
have achieved the “Transfer {o
Production’ status as it 1s only then
that techrucal teasibility of the proclucts
to be manufactured and soid to the
commercial marketplace s confirmed
Accordingly, development cosls
incurred after the estabhshment of
technical feasibility have not been
signrficant and, theretore, No costs
have been capiialised to date
Where no internally-generated
intangible asset can be recognised,
development expendrture s
recognised as an expensa In

the penod in whichit 1s incurred

Share options

Tha share option schemes allow
Group employses to acquire shares
of the Company

Share options granted before

7 November 2002

No expensa IS recognised 1 respect
of thase options The shares are
recognised when the options are
exercised and the proceeds receved
allocated between share capital and
share premium

Share optrons granted after

7 November 2002 and vested
after 1 January 2005

IFRS 2 ‘Share-based payments’

15 effective n respect of options
and share awards granted after

7 November 2002 and which had
not vested as at 1 January 2005
Tha Group 1ssues equity-setiled
share-based payments to certan
employees Equity settled share-
based payments are measured at
the tar value at the dale of grant
The far value determined at the
grant date of the equity-settled
shara-based payrments 1s expensed
on a straight-line basis over the
vesting penod, based on the Group's

estimate of shares that will eventually
vest The far vae of the maonty of
options granted is measured by use
of a Black-Scholas model, taking
into account the terms and conditions
upon which tho options were
granted For certain share opticns
which include total sharaholder
return refated condtions, the far
vahuses estimated through the use

of a Monte-Carlo simulation

The amount recognised as an
expense s adjusted toreflect the
actual number of shares that vest
Non-market vesting conditions

are mcluded in assumptions abourt
the number of shares that are
expected to become exercisahle
The estimates of the number of
sharas that are expected 1o become
exercisable are reviewed at each
balance sheet date The impact

of the revision of onginal esimates,
if any, 1s recogmsed in the Income
staterment and a corrssponding
adjustment to equity The proceeds
receved net of any dimectly attnbutable
transaction costs are credited to
share capital (nominal value) and
share premium (the balance) when
the options are axercised

Share options and Taxation

Inthe UK and US the Group 1S
entitled to a tax deduchon for
amounts treated as compensation
on exercise of certain employses
share options under each unsdction's
taxrules Thisgvesnsatoa
ternporary difference between

the accounting and tax bases and
hence a delerred tax asset I1s
recorded This assel s calculated

by companng the estimated amount
of tax deduction to be obtained in
the future (based on the Group's
share pnca at the balance sheet date)
with the share-bassd payment
expense recorded In the ncomea
statement if the amount of estmated
future tax deduction excesds the
cumulative amount of share-based
payment expense at the statutory
rate, the excess Is recorded direclly
In equity, against retained sarnings

As explained above, no share-based
payment expense s recorded n
raspect of options granted betore

7 November 2002 Nevertheless

tax deductions have ansen and will
continue to anse on these opuons
The tax eflects m relation to these
oplions are recorded directly in equity,
agains! retaned earnings

REVENUE INCREASES BY 45X
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REVIEW OF OPERATIONS

2008 2005  Chango

$MEon $Mdion $ Mlion 0508
Raveruwe _ _ 1047 4BGS _ +45%
Gross Proft azs7 2281 +44%
Gross Maren 46 6% 46 9%
RO _ __ 1083 __ €03 +B1%
% of revenue 15 5% 12 4%
SGBA 04 558  +26%
% of raverue 100%  115%
Poit 1490 1119  +33%
% of revenue 21 1% 230%
Eamngs
per share
%) Oaurtad) 082 062 +32%

Revenue increased for the sixth
conseculive year to $704 7 millon
and represented a 45% increase
on 2005 revenue (3486 5 milhon)
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WIns

CSR places significant focus on
controling product costs and dunng
2006, has aggressively reduced
costsn ine with average seltng
pnces As aresull, gross margins
have been mantaned at over 46%
Operating costs have iIncreased by
55% n 2006 over 2005 (2005 94%:}
as CSR conunues to mvestin R&D
for current wireless solutions as
wall as new projects lnvestment
inapplications engineers and sales
peop'e conunued dunng 2006 and

Investment ncome

Investment mcome increassd 1o
$6 1 mifhonin 2006 compared to
$3 2 milion in 2005 as a result of
increased levels of cash and cash
equivalents, as well as higher UK
and US interest rales

Taxation

The tax charge for the year was

$43 2 mition {2005 $31 2 mulbon)
gnng an efiective tax rate for the year
of 28% (2005 27 3%) Thisis betow

gengral and adrministration costs tha statutory rate of 30% prncipally
have ncreased to support the due to the avalabilty of enhanced tax
growing levels of business relief on UK RAD expenditure
Operating profit was $149 0 milion Earnings per share
at 21 1% operating margin Earrungs per share (dituted)
compared to $111 9 million and was 30 82 for 2006, anincrease
23% operating margin in 2005 of 32% compared 1o $0 62 for
2005 Basic earmings per share was
OPERATING PROFIT UP 33% $0 86 compared to $0 67 for 2005
$ Million
CASH FLOW
160
2008 2005
Cperalngproft_ 1490 _1ms
120 Non cashdems 28 4 124
Operatingcaeh
100 flowa before
[ movements
inworking
80 1 capita) 177 4 1243
Workang captal 2 6 20
&0 i Taxaton (17 8) @
: Interest paxd 02 102
40 _ I ! Netcashfrom
aperating activibes 655 %0
0 | 1 1 Troasury ’
. managomeont L] 129
0 Acquisihons - {64 5
_ Ceptatexpendtue  _ (457)  (187)
{20) Fnancing 23 02
2003 2004 2005 2004 Net cash mflow 186 248
During 2006 there has been

acashinflow of $18 6 milkon

(2005 $24 9muion) Operatng cash
flow before movemnents in working
capital contnbuted $177 4 mufhon



{2005 $124 3 million), with
movements in working capital
resulting in a cash outflow of

$93 9 mithon (2005 $21 O milkon)
This increase in working capital
reflects the continued growth of the
busness and the higher lavels of
Inveniory as a resull of revenug in
the second half of 2006 being lower
than our initial expectations

Captal expenditure of $45 7 mulion
{2005 $18 7 milhon) raflects the
continued mvestment in test and
computer equipment and CAD
software required to support curent
and future R&D projects as well as
the purchase of production testers
lo enable more cost effeclive testing
This expendtture represents 6 5%
of revenus (2005 3 B%) CSR's
longer term target for expenditure
on tangible and intangible assets is
estimated at 4% 10 5% of ravenue
Net tax paid was $17 8 milton
(2005 $8 1 mihon) and cash outflow
from financing was $2 3 milbon
pnncipally due to repayment of
obligations under financial igases
(2005 nfiow of $0 2 milon)

CAPITAL STRUCTURE AND LIQUIDITY
The issued share capxtal at

29 December 2006 was
130,206,208 ordinary shares of

0 1 pence each (2005 127 879,155)
As aresult of the funds raised
through the initial pubc offenng in
March 2004 and the subsequent
positive operating cashflows,

CSR has atotal of $147 5 milion

of treasury deposits, cash and cash
equivalents at 29 December 2006
(2005 $124 4 milhon)

Dmwdend policy

The Company currently ntends

to retan future earnings to fund

the development and growth of

the business Any payment of future
dmdends will be at the discretion

of the Board after taking into account
vanous factors, including the
Comparny's finanaal condibon, operatng
results, current and anticipaled cash
needs and plans for expansion

Foreign exchange

and treasury policy

CSR has well defined and consistently
applied polictes for the management
of toreign exchange and interest

rate exposures There has been

no change since the year snd in

the major financial nsks faced by

the Company The Aucit Commuittee
of the Board reviews and agrees
pobcios for managing foreign exchange
and interest rate exposure nsks

The Company's financal instrumenis
compnsa cash and cash deposits
and items such as trade receivables
and creditors which anse in the
normal course of business 1tis

tha Company's poltcy not 1o enter

into speculative transactons

OPERATING CASHFLOWS BEFORE
MOVEMENTS IN WORKING CAPITAL
INCREASE BY 43%
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Substantally all of the Company's
sales and costs of sales are
dencominated in US dollars, the
Company's functional currency
Amajponty of the Company's
overhead costs and other fixed
costs are denominated in sterling
This exposure to different currencies
would resutt In gains or losses with
respect to movements in forergn
exchange rates and the impact of

such fluctuations could be rmatenal
Accordingly, the Company enters
mto hedgng transactions pursuant
to which i1 purchases sterling under
torward purchase contracts in order
o cover the majonty of iis sterling
exposure These transactions
nacassanly involve judgements and
assumptions about future expense
levels, and, as a result, do not entrely
eliminate the Company’s exposure
to currency fluctuabons Further,
whilst the hedging transactions
provide fxed currency rates for
periods covered by the contracts,
tha transactions will not protect

the Company from long term
underiving movernents in currency
rates The average US dollar/stering
rate achieved in 2006 was 1 80
and 2007 coniracts are in place
atan average of 1 86

NET ASSETS UP 47%
% Million
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BUSINESS REVIEW
continued

FINANCIAL POSITION
29Decambe 30 Docombey
2006 2005
$ 000 $000
N_op-currenl assels . o
Goadwll __ S1e82 52897
Otherintangible assets 31,686 25,508
Property, plant
and equipment 45,454 22,541
Deterred lax asset 11,350 18137
o e.. 140442 118883
Currentassets N L.
Invontory 106,470 69,672
Cashfiwhedges 4522 _ _ -
Trade and other
rocarvablas Lyonez | 75287
Treasury deposits 30,000 25,000
Cashand cash
equvalents - 117,494 29 386
360,308 260,345
Total assets 500,750 388 228
Current habitities {91,308) (108.212)
Non-cumenthabities  (3,233) (1.979)
Totalhatibties (94 541 {111,18%)
Notassets 406,209 277,037

Goodwll arose on the acquisitions
of Clanty and UbiNetics dunng 2005
Intangible assets include the net
book value of the Group's software
hcences of $19 3 malon (2005 $109
milion) which support R&D, along
with the $12 4 milhon of In-process
RBD and customer contracts
purchased as part of the acquistions
last year (2005 $14 5 mulon)

Trade recesvables increased to

$87 2 milhon (2005 $62 5 milion)
as aresult of the increased levels
ofbusiness Days’ sales outstanding
increased skghtly to 45 days

(2005 42 days)

Inventory stands at $106 S miflion
(2005 $69 7 milbon), wiuch represents
105 inventory days This hugh level

of inventory reflects atower lovel ol
revenue m the second half of 2006
than expected when wafer orders
were placed with our sub-
contractors n O3 Actions to address
levels of Inventory have been taken
with our sub-contractors but with

13 to 18 week delivery lead times

the impact from these actions will
be manly felt in Q1 2007 However,
CSR aims to keep sufficient inventory
0 meet the often short customer
order lead tmes in this industry
which resuits in inventory days of
between 75 and 95 days

ACQUISITIONS

CSRmade no acguisitions dunng
2006, however two acquisitions
werg completed in January 2007

On 12 January 2007, the Company
completed the acquisitions of the
entire 1ssued share capital of NordNav
Technologies AB (‘NordNav') and
the antire 1ssued share capial of
Cambnidge Pasttioning Systems
Lirited ('CPS") NordNav, based

in Stockholm, Sweden, has been
acquired for an intial cash
consideraton of $40 millon

A further cash consideraton

of up to $35 mullon may be payatila
subyect to achievement of specified
milestones CPS, based in
Cambndge, UK, has been acqurred
for a total cash consideration of

$35 million Both NordNav and CPS
were prvate companies, with
sigmificant holdings by venture
capital institutions  The mibial cash
consideration for the acquisibons has
besn and any deferred consideration
will be financed entirely from CSRS
existing cash resources

These acquisitions, when combimned,
will allow CSR to prowide softwarg-
based hugh performance GPS
suttable for mass-market mobile
handsets, PNOs (Personal Nawgation
Dewvices), PCs and other portable -~
devices By adding this sottware to
CSR's Bluetooth chips, CSRwill be
able to offer the mosl compatitive,
complate and techrucally advanced
mobile GPS solution avalable

at a very low addmional cost

CSR expects to offer its first GPS
products dunng the first half of 2007
The acquisttions are a furthes step

in CSR's strategy of dversification
whuch already Inciudes Wi-Fi, FM,
UWE and Wibree




NordNav bnngs to CSR a world-class
software based GPS solution

CSR will combine this with CPS's
speciahised location systemn
technology to delver ssgnuficant
performance benefits over tradittonal
standatone GPS offerings including
the ability of the CSR solution to work
indoors, in deep urban areas ang
provide a shorter location fix

As well as bringing a signricant

new product offenng, the acqussitions
will prowvide SR with sigmificant
additional research and development
engineering talent In total 37
employees have tfransferred

to CSR from NordNav and CPS

Pau! Goodndge
Finance Director
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CORPORATE
GOVERNANCE REPORT

STATEMENT OF COMPLIANCE

The Company supports the
pnnciples of corporate governance
contained in the Combined Code
on Corporate Governance which

1s appended to the Listing Rules

of the Financial Services Authonty

The Board I1s accountable to the
Company's shareholders for good
govarnance The Company has
throughout tha year complied wath
the majorty of the provisions of the
Combined Code - Pnnciples of Good
Govermnance and Code of Best Practice

The statemsnts below describe how
the Company has apphed the panciples
wlentfied in the Combined Code and
areas whare the Company s presantly
workeng towards complance

THE BOARD

As at 29 December 2008, the Board
compnsed eght members all of whom
served throughout tha year, being the
Chairman, Mr John Whybrow, four
executive directors and three non-
executve directors The four executive
drrectors were Mr John Scansbnck,
Chief Executive Officer, Mr Paul
Goodndge, Finance Director,

Mr James Colber, Chief Technical
Officer and Mr Glenn Collinson,
Executive Vice-Prasident

The non-executive directors, were

Mr Dawid Tucker, Mr Ron Maclentosh
and Mr Anthony Carisle The Board

1s satisfied that an appropnate
balance was in place throughout

the year to enable the Board to
perform its responsibihes effectvely

MrWhybrow has acted as Charman
of the Company since its flotation

in March 2004 To coincide with the
completion of his three year term of
appaintment, Mr Whybrow indicated
in the Autumn of 2006 that he wished
to stand down as Chaiman and from
the Board at a future date, and it was
agreed that the Board should take
steps to identify a new chairman to
take the position dunng 2007

The appointment to key positions
within the Company has receved
attention as part of succession

planning The Board as a whole
was asked to contnbuts to the
consicderation of a sutable
replacement, and Mr Tucker

as Senior Independent Director
co-ordinaied the process of
discussions with each director

It was determined thal knowledge
of the sactor n wiuch the Company
operates and continutty wera key
considerations in entifying a
suitable replacement After due
consultation, it was determined
that Mr Mackintosh, an existing
non-axecutive director and chaimman
of the Remuneration Committee
should be Invited to take the posiion
of Chairman of the Board In arrmang
at this decision the Board had due
regard for Mr Mackintosh's
independence and his considerabia
expenence n both senior axecutive
and non-executive capaciies in
international technology compases
The Board had also gven due
consideration to Mr Mackintosh's
expenance and knowledge of CSR,
where he has been a non-axecutive
diractor since May 2004

Mr Mackintosh did not participate
in the deaision to invite him to act
as Chaimman of the Board

The Board discussed with

Mr Macksntosh his commuitments
as charman designate of
Northgate Information Soluticns pic,
non-executve director of software
company royablue group plc,
chairman of software company
SmartStream Technologes Ltd
and charman of Differentis, -
a privately owned [T consultancy
which he co-founded n July 2000
The Board 1s satisfied that

Mr Mackintosh is able to devote the
necessary tme cormmtments Lo the
role of Charman of the Board

To assist in an orderly handover,
Mr Whybrow has agreed 1o reman
as Chairman until the conclusion
of the Annual General Mesting to
be held on 2 May 2007 when ha
will stand down from the Board

Mr Mackintosh wall assume the rale




of Chawrman Designate with effect
from 22 February 2007 and will be
appointed as Charrman wath effect
from 2 May 2007 His appointrment
will be for a three year term For the
present, Mr Mackintosh will rernam
charman of the Remuneration
Committee, but it is the ntention
that he will reknguish the position
dunng the course of tha current
financial year, although he will remain
amember of the Commuttee He will
also continue as a member of the
Normnation Committes and will take
the role of chairman of that commitiee
with effect from 2 May 2007

He wll stand down as a member

of the Audit Committes, but may
attend meelings by invitation

with effect from 4 January 2007,

Mr Sergio Giacoletto was apponted
a non-executve diwector As a result
of Mr Giacoletto’s appantrent,

the proportion of non-executive
directors reprasents hall the Board
As a consequence of Mr Whybrow
slanding down from the Board n
May 2007 and Mr Mackintosh's
appoiniment as Chairman, tha
proportion of non-executive directors
will not comply with the Code Itis
the intention of the Board to appomnt
an additional non-executive director
dunng 2007

Mr Dawid Tucker 1s the Senior
independent Director Mr Goodndge
has throughout the year been the
director responsible for healih and
safety wathin the Group The directors
possaess diverse busness expenence
in sphares cormplerneniary to CSR's
actmties, as well as other sectors
Biographies of the directors are
shown on page 44 Mr Brett Gladden
served as Company Secretary
throughout the year

The dmsion of responsibilities
between the non-executve Chaimman
and Mr Scansbinck, CEO\1s sufficiently
clearin the opimion of the Board

that it 1s not required that they be
tormaily documented

tn accordance with the provisions of
the Combined Code, consideration
has been given to the ndependence
of all the non-executive directors
The Board constders all the
non-executive directors to be
independent of management

and free from any business or other
relationshup that could matenally
interfere with the exercise of
ingependent judgement

The Board meets regularty during
the year as well as on an ad-hoc
basis as required by time cntical
businass nesds The Board 1s
responsible to shareholders for the
effectve and proper management
and control of the Company and
has a formal schedule of matters
reserved for s decisions Its prmary
roles are to determine and review
Company strategy and pohcy,
consider acquisiions and dispasals,
assess requests for major capital
expenditure and give consideration
to all other significant financial
matters This process 1s undertaken
following discussions 1N conjunchion
with senior executive management
who n turn are responsible for the
day to day conduct of the Group's
operations and for reporting to the
Board on the progress bemng made
mmeeting the objectives The Board
met eight times dunng the year and
the attendance of each of the
directors s shown on page 43

Dunng the year, as part of ts formal
business, the Board reviewed a
paper prepared by the Company
Secretary which summansed the
findings of the detaled Board
performance gvaluation conducted
in 2005 and the achors aken dunng
2006 ansing from that review

The Board considered each of the
findings and discussed the extent

to which areas which thal review had
ientfied as benefiing from attention
had been satistactonly addressed
This included the opportunity provided
to the Board to meet with seruor
managernent below Board level,
greater opportunibes for the executve
and non-axecutive directors to meet

outside of routne Board business
and the degree of ngour apphed
to succession planning

In each of these areas, progress had
been made, with members of senior
managament mvited to attend and
report 10 the Board onther areas of
responsibility at each board mesting,
time aflotted to nformal meetings of
the directors and a presentation to a
meeting of the Nommnaton Comimuttes
©on succession planning across all
iunctiona! areas through to Board
lgvel The Board was also satisfied
that tha other areas identried had
recevad approprate attention

The overail conclusion was that
the Board and its Comimittees
were performing appropnatety

The Charman holds regular
meetings with all the directors
indmidually tn additien, pnor to

the year end, the Charman held
amesting with the non-executive
directors to discuss the performance
of the executive directors

In accordance wath the Company's
Articles of Association, all directors
are required to retire and submut
themselves for re-election at least
once every three years Itis the policy
of the Board that non-executve
directors are appointed for an initeal
term of three years, following which
it will be reviewed and as appropnate,
extended for a further penod not
axceading three years Non-aexecutive
drectors should not generally serve
tfor more than nine years

Dunng 2007 the letters of
appointment for Mr Tucker,
Mrwhybrow and Mr Mackintosh
have fallen or wall fall dua for
review following the completion
by each of therr imtial three year
term of appointment

The letter of appointrnent for

Mr Tucker has been extended for
a2 year penod to 24 January 2009
As a result of the deciston that
MrWhybrow s {o stand down from
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the Board followng the Annual General
Meeting on 2 May 2007, his existing
letter of appointment which expires in
March 2007 has been extended until
2May 2007 Anew letter of appontrnent
will be entered into for Mr Mackintosh
reflecting his appointment to the
paosition of Charman

On appointment, all directors are
adwvised that they have access to the
advice and seraces of the Company
Secretary and, in addition, that they
are entitled to seek ndependent
professional adwce in the furtherance
of therr duties, f ngcessary, at the
Company's axpense

In accordance with the Company's
Articies of Association, directors are
granted anindemnity from the
Company to the extent parmitted by
law n respect of habilties ncurred as
a result of the performance of their
duties in ther capacity as directors
to the Company Tha indemmnity
would not provide any coverage to
the axtent that a director 15 proven 1o
have acted fraudulently or dishonestly
The Company has also aranged
Insurance coverage n respect of legal
achon aganst the drectors and officers

COMMUNICATIONS WITH
SHAREHOLDERS

Prncipally wa the executive directors,
the Company seeks icbuldona
mutual understanding of cbyectives
with its rayor shareholders through
regular meetings and presentatons
following announcements of each
quarter'sresufts The Semor
Independent Director, Mr Dawd Tucker,
15 avadable to meet insttutional
shareholders should there be
unresoived matters they wash to
bnng to ks attention Dunng the year,
Mr Maciantosh met with sharehotders
to discuss the polictes of the
Remuneration Committee Although
the non-executive directors are not
asked at present to mest with the
Company's shareholders as a matter
of course, their attendance at the
Annual General Mesting I1s required
Corporate nformation s also avadable
on the Company’s website,

WWW CST COMm

COMMITTEES OF THE BOARD

The Board has three committees,
Remuneration, Audit and Nomination
Dunng the year, the Chairman and
non-executive directors were each
members of the Remuneration,

Audit and Nomination Commultesas
As aresult of the amendment made
during the year to the Combxned
Code which allows the Charman of
the Board 10 sit on the Remuneration
Committea where he 1s considered
independent al the tme of
appointment, it was decided that Mr
Whybrow should attend the meetings
as a membar, rather than by invitation
Mr Mackmtosh 1s presently chairman
of the Remuneratton Committee
There s nommediate intention for
Mr Mactkantosh to relinguesh thes role,
notwithstanding that he will be talang
on the role as Charrman of the Board
with effect from 2 May 2007 Itis
however the intention of the Board
to keep this matter under roview

in connechion with the intention of
the Beard to appoint an addihonal
non-gxecutve director dunng 2007

Mr Whybrow remained a member
of the Audit Committee throughout
tha year This was considered
appropriate in view of his expenence
in simslar roles in other companies
and the contnbution he provded
to the business of the commuttee
With effect from 4 January 2007
and the appointment to the

Audit Committee of Mr Giacoletto,
Mr Whybrow has stood down as
amember of the Committes but
may continue to attend meetings
by imatation In accordance with
the Combined Gode, the dulies

of the Commuttees are set out In
formal terms of reference These
are avallable from the Company
Secretary and canbe found on the
Company’s webste, www csr corm
Membership of the Committees 1s
shown onpage 44 The Comparwy
Secretary acts as secretary to each
of the Committees

REMUNERATION COMMITTEE

Mr Ron Mackiniosh i1s the Chaiman
of the Remuneration Committee
The other mambers of the




Committee at 29 December 2006
were Messrs Carlisle, Tucker and
Whybrow With effect from his
appoiniment, Mr Giacolettois
also a member of the Committee

The principal function of the
Committes Is to establish and review
the terms and conditons for the
executive directors, and the overall
policy framework for the remuneration
of other semior execulives and the
Group as awhola The Committee
met three times dunng the year and
the attendance of ts members is
shown in the table on page 43

The report to shareholders on how
directors are remunerated, together
with details of ndmdual directors’
remuneration are shown on pages
49t0 58

NOMINATION COMMITTEE

Mr John Whybrow 15 the Chamman
of tha Nomination Commuttee

The other membaears of the
Commuttes at 29 December 2006
were Messrs Carlisle, Mackintosh
and Tucker With effect from his
appointment, Mr Giacoletto Is also
a member of the Committee

The Committee meets as appropnate
to consider appointments to the
Board and to consider succession
planning at senor levels within the
Company The Commutiee reviews
the composition of the Board,
particularly in relation (o the diversity
of skills, expenence and term
of office and seeks to ensure that
both exacutve and non-executve
~directors have the necessary skills
and attnbustes for the future success
of the Group The Commitiee
retans external search consultanis
as appropnate and dunng 2006
engaged Career Mentonng
International to assistin the
appoiniment of an additional
non-executive director which was
completed with the appoiniment
n January 2007 of Mr Giacoletto

Dunng 2006, the Commuttes met

a total of eight times, seven of which
were as part of the formal busmess
of the Board, to discuss the
appointments of a non-executve
director and separately on one
occasion to discuss in detal
succession planning throughout

the organisation, which meeting

Mr Scanshbnck also atiended

AUDIT COMMITTEE

Mr David Tucker s the Chairman

of the Audn Committee The other
members of the Committee at

29 December 2006 were Messrs
Canisle, Mackintosh and Whybrow
With effact from hus appointment,
Mr Giacoletto 1s alsc a member of
the Committee The Board s satisfied
that Mr Tucker. a chartered accouniant
with extensive expenence through
his past and presant involvement as
chairman of the audit commitiees
of vanous hsted compantas, bnngs
recant and relevant expenence to the
Commitiee Mr Whybrow, Charman
of the Board also served on the
Commitiee The Board considers
this to have been appropnate,

gven his expanence in other hsted
companies as well as the
contnbution to and the benefit
derved from his pariicspating in
matters which the Commities
considers With the appontment of
Mr Giacoletto on 4 January 2007 to
the Board and all ofits Commuttees,
Mr Whybrow has stood down as

a member of the Audit Commitiee
The expenence and expertise of

the members of the Committee

are summansed on page 44

The attendance of its members -

15 shown in the table on page 43

The Committee met five tmes dunng
the ysar and reported its conclusions
to the full Board The Committee
inwites the Chief Executive Officer, the
Finance Brrector, the Internal Auditor
and senior representatives of the
external auditors to attend meetings
as appropnate to the business being
consudered Inadditon, the Committee
has the nght to invite any other
employees to atiend meetings
where thus 1s considered appropnate

The Committee s responstbie for the
developrment, implementation and
rmonitorng of the Company's policy
on external audit and for overseeng
the objectmty and effectiveness

of the audiiors

The Commuttee recommencds the
appointment and re-appointmeant

of the Company's external auditors
and considers the scope of therr audit
work, the terms ol ther appomtment,
ther fees and the cost effectivensss
of thewr work Durning 2006, as pan of
its formal business, the Committee
met on four occasions with the extemal
auchiors On two occasions the
Commuttee also held separate
meetings with the external auditors
at which no executive director or
empioyee of the Company was present

The Committee 1s aware of and has
approved the audit and non-audit
services which have been provided
by the Company's external aucitors.
Delonite & Touche LLP dunng 2006
Thosa non-audit senaces concerned
advice on tax matiers which was
considered to be appropnate, given
their in-depth knowledge of the aftars
and financial prachices in the Group
The Comsmuttee 1s satisfied that,
notwithstanding this work, Daloitta &
Touche LLP have retained obsectmty
and mdependence dunng the year

Deloitte & Touche LLP have been the
Company’s auditors sinca July 2002
and the cost, scope and effectveness
of the audit are reviewed regularly

In 2005 the Board requested thal a
formal review of the external Auditor
be undertaken with due regard for
good governance and to ensure
sharehglders are recenang the best
avalable service

This review commenced in December
2005 and was completed i March
2006 Following the rewew, the Board
concluded that it was appropnate

to recommend to shareholders that
Delontte & Touche LLP be re-appanted
and this was approved at the Annual
General Meeting held on 2 May 2006
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In relation 10 the appointment of extemal
auditors and in order 1o safeguard
auditor independence and objectmty,
the Committee has a pohcy of permitted
senices which detais the seraces
that can ba provded by the Company's
auditors and those services which
require specific approval by the
Commitiee The policy also detalls
sanaces that the Company’s audtors
ara not permitted to provide The
policy has been complied with
throughout the year

The Committee reviews, where
praclicable, all proposed
announcements o be made by
the Company to the exient they
contain financal information

The Committee also monitors and
reviews the effectiveness of the
Group's mternal control systems,
accounting pokcies and practices,
nsk management procedures

and comphance conirols as well
as the staterment on mterna! controls
belore they are agreed by the
Board for each year's annual report

The Chairman of the Committee
attends the Company's Annual General
Meeting to respond to any shareholder
quashons that might be raised
concemning the Committee's actvities

INTERNAL CONTROL
Philosophy and policy
The objective of the directors and
senior management is to safeguard
and mncrease the vatlue of the business
and assets of the Company Part of
thes obyective requires the development
of relevant polictes and appropnate
internal controls o ensure proper

of the Cormpenty's resouces
and the identification of nsks whuch
might serve to underrmine them

The Board is ultmately responsible
for the Company's system of internal
control and for reviewing Its
effectiveness The systems and
processes established by the Board
are designed to manage, rather than
eliminate the risk of fallure to achieve
business objectves and provida
reasonabte, not absolute, assurance
against misstatement or loss

The Board has delegated responsibiity
for the review of prachices and
procedures to the Audit Committee
The Company's senior management,
in conunction with external advisers
are responsible for undertakng
penodic reviaws of the suitability

of currant systems on which they
report to the Audit Committes

The Audit Commitiee reviews the
findings to ensure the effectiveness
and efficiency of the processes
implemented by senior management
This ncludes discussions with sentor
management of the Company and
consideration of reports that have
been submitted These findings are
In turn ciscussed by the full Board
The Board s satisfied that this
process accords with the internal
control guidance for directors set

out in the Turnbull Report *Internal
Control Guidance tor Directors on
the Combined Code’ and that
through its interface with management,
the Board 1s aware of the major rnisks
facing the Company and the steps
taken by the Company where possible
to mitigate such risks The nsk
evaluation process dascrbed in

this report has been n place for 2006
and up to the date of approval of the
annual report and financsal staterments

MANAGING RISKS

A summary of the struciures and
processes inplace todentify and
manage nsks across the Group
are sat out below and opposite

Resk profiing

There 1s an onGoINg process to
identdy and evaluate nsks faced by
the Company, through the conduct of
regular meetings by the Company's
senior management Findings are
reported to the Audit Committee
together with recommended actions
and a bmetabla for mplemeantation
Alist of pnonbised nsks 15 refreshed
on a regular bawis to reflect changes
1o the business and any observations
or proposals ansing from events since
the last review The schedule, along
waith other martagement nformabon,
15 used to develop an overall
assurance plan for the Company




Controling nsk

The Company has policies which
address a number of kay business
nsks, ncluding financial, treasury
and health and safety The policies are
made available to relevant employees
through policy manuals, an intranet
sile and also via employee bnefings
on specic topics as appropnate

Duning 2006, a formal review of the
Company’s treasury polices was
undertaken by Ernst & Young LLP,
the rasults of which were mported
to a meeting of the Audit Committee
The repont concluded that overall
practica withun the Company was
acceptable Where the report identified
areas which rmight benefit from
improvement, action i1s being taken
and progress 1s reported to meetings
of the Audit Commutiea

The Company also has a formal
whistle-blowing policy which was
up-dated dunng 2006 and has

been communicated lo employees
The policy prowdes information

on the process to follow in the event
any employee leels it appropnate

to make a disclosure The Audit
Commuittes received a repord on the
revised pobicy and the process [or its
communication 1o employees pror to
its release As aresult, the Commuitiee
1s satisfied that the policy provides an
adequate basis for employees to make
reprasentabons in confidence to the
Company and for appropnate and
proportionate investgaton

The Group carnes out a programme

of management self-assessments over
the status of key busingss nsks through
formal reviews whach consider the nsks
faced by the bustness, how these
might be mitigated and who within the
Company s responsile formplermenting
agreed actons Where appropnale,
external adwvisers are appointed in
order 1o support ths process

MONITORING AND MANAGING

THE STATUS OF RESIDUAL RISK

The actions ansing from external and
internal assessments are consobdated
and dunng 2006 the results were
reported to the Audit Committee

The Comumittee assesses the findings
and proposed actions for addressing
residual nsks and also advises on
areas for further attenton

INTERNAL FINANCIAL CONTROLS
The Compary has a comprehensive
system for regular monitonng and
raporting of financial performance
and assessing the adequacy of the
Group's systems of nternal controls
Risk assessment and evaluaton 1s an
mitegral part of the annual planning
cycle Thisincludes assessment

of the Group's strategic directon,
obyectves and financial returns and
the nsks in achieving them

As part of the planning cycle, a detadad
budget 15 prepared by management
and thereafter 1s reviewed and formally
adopied by the Board The budget
and other targets are regularty updated
wia a rolling forecasting process and
regular business review moetings are
also hald invohmng senior management
worldwide, at which the Company’s
overall performance 1 assessed

The results of these reviews ara in

turn reportad 10 and discussed by

the Audit Comumittea and the Board
ateach mesting A summary of the key
financal nsks mherent n the Company's
business is given on pages 30to 33

These procasses ara supported
by discreet rewews conducted by
external adwsers, as determined
by the Committee, in addion to
the routing audits

Dunng tha year, the Committee
reviewed the effectiveness of the
Group's internal audit function, s
redationshup with the exdernal auditors
and oversaw the development of
the function dunng the year since

the apponiment of anmnternal auditor
nOctober 2005 The Committee
approved the internal audit plan
and at subsaquent mestings,
reviewed progress against the pla
The Cormmittee considered the
results of the audits undertaken by
the nternal audt function and the
adequacy of management's
response to matters raised

The Board confirms that it has
reviewed the effectiveness of the
system of nternal controls for the 52
weeks ended 28 December 2006

ATTENDANCE AT MEETINGS

The 1able betow shows the
attendance of each of the directors
at meetings of the Board and ds
Commutteas held dunng the 52
weeks ended 29 December 2006

A comprghensive file of bnefing
papers and a meeting agenda s
provded for each director in advance
of sach meetng Decisions are taken
by the Board, in conunction, where
appropriata, with the recommendations
of ts Commiitees and adwice from
external consultants and executive
management Inaddition, dunng
those months when a Board
meeling 1s not scheduled, a pack

of managemant raports, ncluding
financial analysis is sent to each of
the directors

Board Aucti Remuneraton Noreraton

No oiMpetngs 8 5 3 8
JSHodgsom! 1 - - -
JCScansbck 8 - - -
JDYColer 8 - - -
GComson 8 - _ _ - -
PGGGoodndge 8 - - -
ACarlislo B 3 2 e
AMackriosh 8 5 3 8
O Tucker B 5 2 8
JWWnybow 8 4 3 8

* Stepped oown trom the Boand 28 Febn.ary 2006

ANNUAL GENERAL MEETING
RESOLUTIONS

The resolutions to be proposed at
the Annual Genasal Meeung to be
held on 2 May 2007, together with
explanatory,gotes, appear in the
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BOARD OF DIRECTORS -

01 John Whybrow ea

Chowrren, Chasman Nomnabon Commttee
John Whytwow has sarved a5 8 NON-execu've
drector of the Company since Decermber 2003
and was eppanted Chamman n March 2004
Harang spent the maonty of hs career with Phips
Blectroncs, he was apponted President 8 CEO
of Phixps Lighting Holdnga BY based o Holland
N 1995 becomeng Exacubve Vice-Prasatent of
Royal Phéps Electronscs NV and member of tho
Board of Management n 1898 Horatumed to
e UK N 2002 becorming chasman of Wolseley
pic hawng been a non-executve dmctor of the
compary 5nca 1997 He s alsc & non-axecutng
drector o DSG nierrational pc. Mr Wiybnow
12 a grackate of the impenal Colege London
whara he compieted a degree s Mechancal
Engmneenng He also has an MBAfrom
Marchester Busness School Age 53

02 John Scanshnck

Ctved Exacutive Officor .

John Scamsbnck wag apponted Creel Exeoutyve
Oficer on 1 March 2008, havng beon Cheel
Executive Oficer Desgnate snoe 1 December
2005 Mr Scansbnck aned tha Company n Jung
2004 83 a non-execytve crector He has

Taxas Instrumaonts for 25 years i a vanoty of
seror roles nclucng Presdent T Ewvope and a
Sermor Vice-President of Texas Instruments Inc
responsible for T1's §5 bdion Appkcabon Spechic
Products chwp busniess and lad 1he taarn whach
created T1's Digrtal Signal Processor busnoss
Pror to T1, Mr Scarsbnck workod n aloctronics
systoms design rokes at Rank Aack) krernational
Bnd Marcon Space and Detence Systerns n the
UK He s anon-executve drector of ARM
Holdngs picandintnsty nc Age 54

03 James Colber

Cheef Technocal Officer, Co-founder

James Coler has served as the Company s
Chef Technical Oiicer snce CSR's establshment
n Apl 1999 Mr Colier s a co founder of CSR
Between 1984 and Apni 1999 MrColier hada
number of executve and tachmcal posuons at
Cambndge Consultants Lt where ha formed
the mcroclacironcs group n 1987 Pror 1o 1584,
Mr Colier held a number of axecutve and techrvcal
postons at Schiumberger Mr Colier has a degree
n physcs from Oxiord Urwversity Age 48 .

Glann Colinson runs the Convergence Busness
Unit responsile for maragng CSR's dvarsificabon
beyond Blustooth nto Wh Fand VoIP He sorved
a3 CSR's Marketing Dwecior and then Sales
Dwector rom the Company's ioundation to
Fabeuary 2006 Mr Colinson @ a co-lounder of
CSA Between October 1996 and 1999 Wr
Colinson served as a sancr enginedr ard then as
smarketing manager at Cambndga Consultants
Ltd Prortpthat he served as & desgn engineer
and marketng manager at Teowas instruments
Lnted Mr Colbnson 5.8 non eodeastive drector
of Soraptc Limsted Mr Colnson holdsa B Sc
nphyscs 8n M Sc n eiectroncs from Durham
Ursversity and an MBA irom Cran$old Unvorsty
and 8 amember of the Instihute of Electncal
Engneers Age 43

05 Paut Goadndga

Frnance Dwector

Paul Gooondga has served Bs Fnanos Dvector
ol the Company snce January 2002 havwg
jowed 1 2000 Pror to pamng CSR, Mr Goodndga
was head of UK inance for PA Consultng From
189010 1997 Mr Goodnage had a vanety of
sanor inancal posbons at Black & Decker inc
and Chamngtons Fuels Limeted M Goodndge
s amember of tha Instituta of Chartered
Accountants n England and Wales Age 41

06 Darnadd Tucker ama

David Tucker omed the Comparny as a non
exaoulve drecior n January 2004 Aler ineteen
YEars as an rwestment manager with MG unit
trusts, Mr Tucker retred a3 deputy managng
crector n 1988 He i cumently 8 non-exgoutve
drector of Ecnburgh UK Tracker Tnust pic and
Raxam PLC whare he chars tha audd committee
M Tucker 5 a mamber of the Instiute of Chartered
Accountants n England and Wales Age 67

07 Ron Mackantosh ema

Non-executve Drecior

Charman Remuneration Commaiee,
Chasman Desigrate
MrMackantosh was apparted a non executve
director of the Cornpany 0 May 2004

M Mackintosh has hald a number of senior

» Ramuneration
Commitiee

& Aut
Commitipa

4 Nomnahon
Commatiog

executve postons i European tachnology
compangs Batweon 1692 and 2000 he was chiel
xacuing of Computer Soences Corporation s
(CSC) European birsiness which had revenues of
$2 5tbdion He s also 8 former dinector and
wierm CEQ of Gemplus SA the world's tagest
smaricard manutacturer Mr Mackontosh aned
the board of Northgate Informabon Sclulons
pic (NIS) on 1 Septamber 2006 and became
chasmanon 1 January 2007 NS i the UKS
lsacng suppher of speceks! suftware and IF
servoas §or the Human Rosowrces Education
and Publkc Senice markets Hes alsoa non-
executve drector of software cormparty royalbue
group plc, chanman of softwans company
SmarntStream Technalogees Lid and chamman
of Ddfeventis a prvately ownod IT consultancy
wich he co lounded inJuly 2000 Age 58

C8Anthony Carisie ema
Non-gxacuive Diector
Mr Carisla was appomed 8 non-axecutve drector
of the Company v Ay 2005 Mr Carles an
axacutve drector of Cigate Dewe Fogerson,
whene ha s responsible for stratege consultancy
and chant seneees Ha has over thety yoars'
expenonde 1N Marketing and ComMuMCaions
acsng magar companses n the UK and

He holds a BA in Econormcs and s
a Fellow of the nsttuto of Publc Retations. Aga 59

09 Sergio Gacoielto esa

Non-executrd Cuector

Mr Gracoletto was apponted 8 non-exacutive
duncton of the Company n January 2007 -
Mr Geacoletio i Exacutve Vice-Pressent of
Oracie Corporabon, Euope Mudde East and
Akra MrGaooketto also servas as 8 maember
of Oradie’s Execautve Managernent Cammatoa
Prr to poeeng Oracia n 1997 Mr Gaooletto
was Presdent, Value Added Servces a) ATST
betore which he spent 20 years with Dgrtal

NOUStry B550C13hoNs, © 8 mambi of the Waork
Counal for Sustanablo Busness Development
andts a member of the South Alncen Prascdontal
Internatonal Advisory Councl on Infamnaton
Socety and Development Ha holda 8 Mastors
1 Computer Sciance rom the Linversty of Timn
AgeSB
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DIRECTORS REPORT

INTRODUCTION

The directors present their report

on the affars of CSR plc and its
subsidianes (the ‘Group’), together
with the financial statements of the
Company and its subsicianes for the
52 weeks ended 29 December 2006

ACTIVITIES AND BUSINESS REVIEW
CSRs aleading developer and
provider of single chip wireless
soluhons designed to support data
and voice communications betwesn
a wide range of progucts over short
range radio inks More detaled
information on the prancipal actities
of CSR plc and its subsidianes,
together with arewiew of the
businesses and a descnption of

the pnncipal nsks and uncertainties
facing the Group along with other
intormation that fulfils the requiements
of the Business Review are sot

out on pages 24 to 37, which are
incorporated tnto this report by
reference The use of financal
nstruments 1s covered within the
Business Review Detalls of the
subsidianes and branches of the
Company are set out on page 86

FINANCIAL RESULTS

The Group's consolidated income
statermant, set out on page 62
shows an increase to $149 0 mihon
in operating profit compared to an
operating profitin 2005 ot $111 9
milkon Turnover increased by 45%
1o $704 7 milion from $486 S mithon
n 2005 and diluted earmings per sharg
were $0 82 from $0 62 m 2005

In accordance with stated policy,

no dnndend will be paid in respect

of the 52 weeks ended 29 December
2006 (2005 ni)

POST BALANCE SHEET EVENT

On 12 January 2007, the Company
completed the acquisitions of

the entire 1ssued share capital

of NordNav Technologies AB
('NordNav') and the entre 1Issued
share capital of Cambndgs
Positioning Systems Limited {‘{CPS")
NordNav, based in Stockholm,
Swaeden, has been acquired for an
wutial cash consideration of $40
milban A further cash consideration

of up to $35 mullion may be payable
subiect to achievernent of specified
milestongs CPS, based n
Cambridge, UK, has been acquired
for a total cash consideration of

$35 mithon Both NordNav and

CPS were private companes, with
significant holdings by venture
capital instdutions  The (nital cash
consideration for the acquisitions has
been and any deferred consideration
will be financed entirely from CSR's
existing cash resources Addtional
information on these acquistions

1S prownded on pages 36 and 37

FUTURE DEVELOPMENT

It remains the Board's intention to
develop the Group through organic
growth and selectve acquisition

SHARE CAPITAL

The directors proposa (Resolution

8 in the Notice of Meetig) to renew
the authonity granted at the Annual
General Mesting held in 2008to
allot equity shares up to an aggregate
nornal value of £43,431
{reprasenting approximately one
third of the ordinary shares 1ssued
at the date of this report) (the 'secton
80 authonty') If approved, at the
forthcomeng Annual General Meeting,
the authonty will expire no kater than
15 months from the date on which
the resolution is passed, or at the
conclusion of the Annual General
Mseting 1o be held in 2008,
whichever 15 the sooner

The lrmited power granted to the
directors at the Annual General
Meeting held in May 2006 to allot
equity shares for cash other than
pro-rata to existing shareholders
expires no later than 2 August 2007
Subject to the terms of the section
80 authorty, the directors
racommend (Resolution 910 the
Notice of Meeting} that this authonty
should be rengwed so as to gve

the ability {untl the Annual General
Meeting held in 2008} to 1ssue
ordinary shares for cash other than
pro-rata to existing shareholders,

in connection with & nghis Isste or up
to a imit of 5% of the ordinary share
capttal Issued at the date of this
renort The direciors have no present




ntantion to 1ssue ordinary shares
other than pursuant to the Company's
employes share schermes The
dwectors recommend that you vole
1n favour of Resolutions 8 and 9 to
maintain the Company’s flexbilty

In relation to future share 1Issues,
including any issues to finance
business opportunities should
appropnate CIcumStances anse

A Special Resolution wilt ba proposed
{Resclution 10n the Notice of Meeting)
torenew the direclors' imdted authonty
last granted in 2006 to repurchase
ordinary shares in the market The
authonty will be Imited to 2 maxsmum
of 6,514,668 ordinary shares (being
5% of tha Company’s 1ssued share
capital at the date of this report) and
also sets the minimum and maximum
pnces which may be paid

The directors believe d 1s
advantagsous for the Company

to have the flexibiity to make market
purchases of its own shares Inthe
event that shares are purchased,
they would erther be cancelled
{and the number in1ssua would be
reduced accordingly) or, subject

to the legislation referred to bakow,
retaned as treasury shares The
directors will only make purchases
after consideration of the possitie
efiect on eamings per share and the
long tarm benafits to sharehalders

The Comparies (Acquisition of Own
Ghares) (Treasury Shares) Regulations
2003 allow shares repurchased by
the Company to be held as treasury
shares that may be cancelled, sold
for cash or used for the purpose

of employee share schemes The
Company holds no shares in treasury
but the directors curently intend {hat
any shares which are repurchasaed will
be held in treasury However there s
no present intention to acquire shares
and deal with them in this way The
authonty contaired in the Special
Resotution will expare 15 months after
it 1s gven o, it earlier, at the conclusion
of the Annual General Meeting to

be held In 2008 but it 1s the current
intenihon of the drectors to renew
this authonty annually

DIRECTORS

Detatls of the directors of the Board
who served dunng the year are
contamned on page 38 Biographies
of the directors are on page 44

In accordance with the Articles

of Assocration, the director retinng

at the Annual Gensral Mesting wil

ba Mr Sergio Giacoletto, as he has
been appontad since the last meeting
Being eligible, Mr Giacoletto offers
hmgelf for election MrRon Mackntosh,
and Mr Glenn Coftinson are retinng

by rotation and, besng eligible,

offer themselves for re-election

The nterests of the executive
directors i the options of the
Company are detaled in the
Remuneration Report on page 58

DIRECTORS INTERESTS IN SHARES
The register kept by the Company
pursuant fo sechon 325 of the Comparves
Act shows that the Dwectors in office at
29 December 2006 and ther famikes
had the under-mentioned mterests in
the ordinary shares of the Company

29 Decermber 30 Dacember
2000 200
Anthony Carksle 4,000 0
James Cofter 1,000,898 1,500,898
GlennColinson 1715840 1,715,840
PaulGoodndge 15000 0
Ron Mackintash 20,000 20,000
John Scansback 10,000 0
David Tucker 80,000 80,000
John Whybrow 40 000 120,000
On Monday 26 February 2007,

Mr Collinson exercised 67,000 share
options over ordinary shares In CSR
plc and on the same day, heend a
related party sold 20,000 ordinary
sharesin CSR pke As a resull of these
transactions, at 26 February 2007,

Mr Collinson held 1,762,840 ordinary
shares in the Company

There ware no other changes

to the Directors’ shareholdings
between 30 December 2006 and
26 February 2007

PAYMENT OF CREDITORS
In the UK, the Company agrees
payment tenms with its supplhers

when it enters mto binding purchase
contracts At 29 Decembar 2006 the
number of creditor days outstanding
for the Company was 30 {2005 30)
and for the Group was 57 (2005 62)

DONATIONS

The Company and employees
suppoert anumber of chanties for
avanety of causes The Company
did not make any political donations
during the year

DIRECTORS RESPONSIBILITY
STATEMENT

The directors are responsible for
prepanng the Annual Repert and

the financial staterments  The directors
are required to prepare financtal
staternents for the Group n accordance
with International Financial Reporting
Standards (IFRS) and have also
elected to prepare financial statements
for the Company in accordance with
IFRS Company law requires the
dwectors to prepare such {financial
statements in accordance with
International Financial Reporting
Standards, the Companias Act 1985
and Article 4 of the IAS Regulation

International Accounting Standard 1
requrres that financial statements
prasent farty for each financial year
the Company's financial position,
financial performance and cash
flows This requires the faithful
representation of the effects of
transactions, other events and
conditions in accordance with the
definihons and recogmition cnteria
for assets, labilities, ncome and
expenses set cut in the Interational
Accounting Standards Board's
'Framework for the Preparation
and Presentation of Financial
Statements' A fair presentation
will be achieved by compliance
with all applicable Intemational
Financial Reporting Standards
Dwectors are also required to

—properly select and apply
accounting policies,

—present information, including
accounting policies, in a manner
that prowides relevant, reliable,
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DIRECTORS REPORT
continued

comparable and understandable
information, and

—provide addional disclosures
when cornpliance with the specific
requirernents In IFRS s nsutficient
1o enable users to understand the
impact of particular transactons,
other events and conditions on the
entity’s financial position and
financial performance

The directors are responsible for
keeping proper accounting records
which disclose with reasonable
accuracy at any time the financa!
postion of the Company, for
sateguarding the assets, lor taking
reasonable steps for the preventon
and detection of fraud and other
irregulanties and for the preparation
of a directors' report and drectors’
remuneratton report which comply
wath the requiremants of the
Companies Act 1985

The directors are responsible for
the maintenance and integnty of
the Company website

Legisiation in the United Kingdom
governing the preparabion and
disserminabion of financial statements
drffers from legislatson in other
junsdictions

Each of the directors at the date

of the approval of this report

confirms that

—so far as the director 1s aware,
there 1s no ralevant audit
nformation of which the
Company's auditors are unaware,
and

—the director has taken all the steps
that he ought to have taken as a
dwector to make himself aware of
the redevant audit information and
to estabbsh that the Company's
audrtors are aware of that
information

This confirmation 15 gven and
should be interpreted m accordance
with the prowisions of 5234zA of the
Companies Act 1985

The directors, having prepared the
financial statements, have permitad
the auditors to taka whatever steps
they consider appropnate for the
purpose of enabling them to give
theur audt opinion

SUBSTANTIAL SHAREHOLOINGS
The followsng table shows the
mnierests notifiad to the Company
under the Comparies Act 1985 of
a holding n excess of 3%

% of gwed

orcnary
ey
Deycicnsc Moldng' captal
Figelity, FMR Corp,
Fidelity
international Lid 16413053 12 59%
BlackRoch invastment
Management (L)
Limeted 11,151 382 8 55%
SchrodersPic 1,543,715 5 76%
Credit Sursso
Secuntes {Eurcne)
Lumited and Crodt Susse
intematioaal” 5840538 4 56%
Legal 3 General
GroupPic 40324861 332%
a1 26 February 2007

Trea holcng rofiects a markal makung postion which
subsec tovolatily

GOING CONCERN

After making due enquines,

the direciors have a reasonable
expectaton at the tme of approving
the financial statements that the
Group has adequate financial
resourcas to continue to operate
for the ioreseeable future and,
consequently, continue to use the
going concern basis for prepanng
the financial staternents which foliow

AUDITORS

Deloitte & Touche LLP are the
Company’s auditors and have
exprassed ther wilingness to
continue in the office of auditors and
therefore, n accordance with Section
385 of the Campanies Act 1985,




REMUNERATION REPORT

INTRODUCTION

The Board presents the
remunaration repert for the 52
weeks ended 29 December 2006

The Board sets the Company’s
remuneration pobcy The Remuneration
Committee ('the Committeg') makes
recommendations to the Board
within s agreed terms of reference
(available on the Company’s website
www csr com or from the Company
Secratary af the Company's registered
office) on the Company's framework
ol executive remuneration and its
cost [t also determunes on behalf

of the Board, specific remuneration
packages for each of the executive
directors and for the Charman

The Commitiee administers the
Company's share incentive plans

for employees and monitors and
provides guidance on tha level and
structure of remuneration for senior
management who report to the
Chuef Executive The Board itsell
determunes the remuneration of the
non-executive directors No director
plays a part in any ciscussion about
ther own remuneration

Mr Mackintosh s chairman of the
Committee There s no immediate
intention for Mr Mackintosh to
relinguish this role, notwithstanding
that he will be tatang on the role as
Chawrman of the Board with effect
from 2 May 2007 1t 1s however the
mtenton of the Board to keep this
matter under review in connechion
wath the mtention of the Board to
appoint an addibonal non-executive
director dunng 2007 The other
current members of the Commutiee,
all of whom are ndependent non-
executve directors within the
defimition of the Code, are set oyt on
pages 40 and 41 As aresult of the
amendment made dunng the year
to the Combined Code, Mr Whybrow,
Chairman of the Board, attended
mastings of the Committee as a
member The Company Secretary
acts as secretary to the Committee
Mr Giacoletto was appointed as a
member of the Committeg on 4
January 2007 Nong of the members

of the Committee has any personal
financial interest (other than as
shargholders), conficts of interests
ansing from cross-directorships or
day-to-day involvernient In running
the business of the Company

A detatted evaluation of the
performance of the Committee
was conducted dunng 2005, which
was the subject of a further review
in 2006. in regards to which more
information 1s contained N the
Corporate Governance report

on page 39

The Committee has access to
detaled external research from
ndependent consultants Dunng
the year professional advice has
been providad by New Bridge Street
Consultants LLP and Slaughter and
May Both adwvisers were appointed
by the Committee Slaughter and
May act as legal adwvisers to the
Company generally New Bndge
Street Consultants LLP provides

no other services to the Company

The Committee determinas policy
for the remuneration of the exgcutive
directors and s consulted and
prowvides guidance on the brozadsr
remuneration policies tor the Group
below Board level based on the
recommendations of the Chief
Executve Cfficer and the other
executve directors Further information
on meetings held and attendance
by the members of the Committee

1s chsclosed in the Corporate
Governance report on page 43

The Dwrectors’ report on
remuneration for the penod ended
30 Decernber 2005 was approved
by the shareholders at the Annual
General Meeting held in May 2006
As required by the Companies Act,
shareholders will be nvited to approve
this report at the Annual General
Meeting to be held on 2 May 2007

This report has been prepared n
accordance with Schedule 7A to
the Comparees Act 1985 The report
also meets the relevant requirements
of the Lishing Rules of the Financal
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REMUNERATION REPORT
continued

Services Authonty and descnbes
how the Board has apphed the
Pnnciples of Good Governance
relating to directors' remuneration

The Act requires the auditors to
report to the Company’s members
on ceriain parts of the Remuneration
Repont and to state whethar in therr
opinion those parts of the report have
been properly prepared in
accordance with the Comparues Act
1985 The report has therefora been
dmded into separate sectons for
audited and unaudited information

UNAUDITED INFORMATION
REMUNERATION COMMITTEE
REMUNERATION POLICY FOR THE
EXECUTIVE DIRECTORS

Execuive remuneration packages
are designed m order to attract,
motivate and retain employees

of the highest calibre required by
the Group in order to achieva its
objectives, to meet the needs of
customers and enhance value 1o
shareholders There ara five main
elements of the remunaration
package for executive directors and
sanior management, which include
medum and long term mcantives
compnsing basic annual salary,
benefits-in-tand, the opportunity to
participate i a mongy purchase
pension, a cash bonus plan and
participation in the Company's sharg
mncentive plans

Ths Company's policy 1s that a
substantal proportion of the
remuneration of the executive
directors should be performance-
related The payment of both cash
bonuses and the vesting of share
incentves are subject to mesting
performance conditions established
by the Commuttee at the beginning
of each performance penod reflecting
what, at that time, the Commuttee
considers to be demanding targets
These targets are set taking
appropnate account of the challenging
and rapidly svohang market in which
the Group operates, and the
axpectations of thenvestment
community on the Company’s
potential future performance

A detated review of the remuneration
policy of the Board was undertaken
pnor 1o the Company's flotation and
in November 2005 at the tima of the
appointrent of John Scansbnck as
Chief Executve Officer Designate
The Commuttes considers that the
prasent policy 15 appropnate and do
not ntend making changes to the
structure or basic termns of the ncentve
arrangamants for executive directars

BASIC SALARY

An executive drector's bask: salary
1s reviewed by the Commuttee prior
to the beginning of each year and
when an indvidual changes position
or responsibiity When making a
determination as to the appropnate
remuneration, the Committea
considers remuneration practices
within the Group as a whole and
where considered relevant, consulls
objective research on companes
within the Company’s and Group's
UK histed peers with an international
focus The target salary:s al the
median, with the opportunity to go
above this level, subject to sustained
indvidual performance With the
excephon of Mr Scansbnck, whois
paid part of us remuneration in US
Dollars and part in Pounds Sterting,
the execulive directors are paxd n
Pounds Stertng Detaris of the basic
salary of the executive directors for
the penod ended 28 December 2006
are set forth in the table on page 56

Current salanes at February 2007 are

James Caollier £257.250
Glenn Colinson £231,000
Paul Goodngge £231,000
John Scansbck $735 000

Increases of 5% took effect from

1 January 2007 whuch have been
felt appropnate i order (o mantan
the policy of mid-market base pay
set aganst UK listed companies
of similar size and internatonal
focus and reflecting that the
Company 1s competing n a giobal
market The Committee still fesls
that UK lIisted companies are the
correct benchmark yet will keep
this under review as the Company
davelops and expands further




BENEFITS-IN-KIND

The executive directorsrecene
certain benefits-n-kind, compnsing
prvate medical insurance, e
assurance of four uimes basic salary,
and personal accident insurance and
subsistence expenses Mr Scansbnck
has besn prowded wath arelocation
gllowance and homebuyer protection
to facilitate re-location to Cambndge,
where the Company’s head office 1s
located, subject to his moving in the
next two years

CASH BONUS PLAN

The Commuttee s rasponsible for
detemining on whai basis 1o
incentmse employees, including
executive directors, through a cash
bonus plan The Commitiee
estabhishes against defined targets
the minimum threshold at which a
bonus will be payable and the
maamum potential award In setting
appropnate bonus thresholds and
targets, the Committee may refer
to the objective research on a
comparator group as noted on
page 50

For the cash bonus plan applicable
to executive directors in 2006, the
targets were set after considenng
the Company’s budgeted operating
profit and market expectations

The budget was agreed based upon
objectives which were considered
1o be appropnate and stretching
aganst the background of an
operabing profit for the year ended
December 2005 of $112 rmilbon

Achvevement of targets based

on the Company’s financial and
strategic objectives and the personal
performance of ndwdual directors
would result in detarmination by

the Commuttee of the appropriate
size of the bonus hawving regard to
actual performance against the
targets The maximum potential
bonus payable for the 52 weeks
ended 29 December 2006 10

Mr Scansbnck was equvalent to
100% of salary and for tha other
executive directors was 80% of salary

The bonus pawd to the directors for the

52 weeks ended 29 December 2006
are as follows,

JODYColler £73.255
G Colnson £65.780
P GG Goodndge £65 780
JC Scansbnck $191.100
As explained earber m thus report,

the policy of the Company s that

a substantial proportion of the
remuneration of the axecutive
drectors should be performance-
related When considenng the
condttions for the cash bonus plan
to apply n 2007, the Committee
determined that t would gve further
emphas:s to the performance-retated
elemeni of the remuneration of the
axecutive directors as a whola by
permiting a maximum bonus
potential of 100% Targets for the
bonus plan for 2007 have been
determined by taking iInto account
the financial targets and strategic
objectves of the Comparny, withdue
regard for market expectationsin
addition to personal objectives set for
@ach of the executive directors

The Committee considers this to

be consistant with bonus schemes
operated by the Company's UK
nsted benchmark group and with
mamntaning a mid market competitive
remuneration position whilst taking
approprate account of the fact that
the Company is compating in a
global market

SHARE OPTION PLANS

The Company has four share

opton plans, mtended to facitate
the motvation and retention of
employees Two of the plans were
established pnor to the Company’s
flotation, baing the Founders Share
Option Plan and the Global Share
Option Plan Whist not all the awards
under these two plans have fully
vasted, the schemes are closed for
the purpose of any new awards,
and nexther scherme was used dunng
2006 for grants to exacutve directors
or to other employees

Followng shareholder approval ai the
2004 Annuai Genaral Meeting, the
Company established the CSR plc
Share Option Plan ({CSOP')

The reascn for the introduction of
this scheme was to ncentvisa the
executive directors and employees
whilst aligning thewr interests more
closely with those ot the Company’s
shargholders The Committes has
rasponsibility for supervising the
CSOP and the grant of options in
accordance with its rules

Options granted 1o executive
directors end senior managers

may be exercised batween threg

and ten years afier the date of grant,
subsect to the Company satisiying
predetermuned performance
condiions The performance cnlenon
18 based on growth in the Company’s
Eamungs Per Share (EPS) Withthe
axcephon of awards made quartery to
Mr Scansbnck dunng 2006 which,
pursuant to the terms of hus
recrutment are based on the EPS
condiion prevaibng at the bme he
entered into his servce agreement in
Navember 2005, for those awards
made in 2006 no options wil vest if the
growth 11 EPS 1s below a compound
12% per annum plus RP It the
Company's EPS growth exceeds a
compound 12% per annum plus RPL,
30% of the options awarded will vest
If the Company’s EPS growth
excaeds a compound 14% per
annum plus RP1an addiional 50%

ol the share optons wall vest I the
Company's EPS growth exceeds a
compound 17% per annum plus RPI
al optons wili vest No re-testing s~
permitted The critena, which was
determined at the start of 2008, was
considered by the Commuittea 1o be
challenging and appropnately aigned
with shareholder interest to achieving
continued improvement in the
financeal perforrnance of the Company
closely linked to sustaned growth
over {he three years

The rules of tha CSOP do not
aflow for opbions to be granted at

a discount to the Company's share
pnce at the date of gran!
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The Company's policy1s to grant
options to executive directors at the
discretion of the Committee up toa
maximum of 200% of salary, taking
into account indvidual performance
Pursuani to the rules of the CSOP,
the Commuittee also reserves to its
discretion the nght to grant awards
at a higher proportion of basic
salary and which, in exceptional
arcumstances only, could be up

to 400% of basic salary

Under the service agreement
entered into with John Scansbnck,
awards equivalent to 400% of his
basic salary were made in equal
nstalments of a quarter every three
months commencing December
20085 and concluding in September
2006 These options cannot be
exercised until the third anniversary
of sach grant and will be dependant
upon achieving the EPS performance
condrtion pursuant to the rules of the
CSOP for awards n place when

Mr Scansbnck commenced
employment In 2005

It 15 ntended that awards made In
2007 to executive directors wall vest
according to stretching EPS targets
which tor 2007 awards will provide
for the proportion of the award that
vasts to ncreass agamnst pre-
deterrmined thresholds set by the
Committee subject to the Company
meeating or exceeding those
thrashoids No options will vest if
the growth in the Company’s EFS

is below a compound 12% per
annum plus RPI If the Company’s
EPS growthmeets or exceeds a
compound 12% per annum plus RPI,
30% of the shara options will vast

If the Company's EPS growth meets
or exceeds a compound 14% per
annum plus RP| an additional 50%
of the share optons wall vest | the
Cormpany’s EPS growth meets or
exceeds a compound 17% per
annum plus RP! afl optons will vest

Followng his retirement in February
2006, John Hodgson exercised all
those options granted 1o him under
the Global Share Option Plan and
the CSOP in accordance wath the

conditions determined by the
Commuttee in December 2005

As was reported in the Committee’s
report for the penod to 30 December
20085, the Committee had previously
determmed that in respect of the
CSOP grants, the performance
conditions had been satisfied fora
shortenad performance penod to

30 December 2005

The Company operates an Intand
Revenue approved SAYE Share
Opticn Scheme for eligible empioyees
under which options may be granted
at a discount of up to 20% of market
value Executve directors are eligible
to participate m the SAYE Share
Option Scheme

PERFORMANCE SHARE AWARDS

At the Annua! General Mesting held
In May 2005, sharehelders approved
the ntroduction of a new Share Award
Plan called the CSR Share Award
Plan Awards are made to executive
directors and other empioyeas at the
discretion of the Committee Awards
for all participating smployees are
subject to a three year retention
penod and the requiremnent that,
subject to cartain mitigating factors,
the participant 1s an employee at

the end of the retention period

In addition, for executve directors
and other sanior employees, vesting
of the Share Awards Is subject to
stretching targets based on Total
Sharsholder Return, ('TSR') over the
fixed three year retenton penod with
an additional requiremeant that the
Company should have achieved a

+ sustained mprovement in undertying
financial performance over the same
three year penod In measunng the
TSR, it1s averaged over the three
month penods pnor 10 the beginning
and the end of the retention penod

The Committee will assess the
performance of the Company's TSR
performance aganst a comparator
group of UK and overseas
comparues The constituent
members of the comparator

group are shown on page 54

The comparator group compnses




mternational companigs that are
either customers, supphers or
competitors of CSRinthe
telecommunications and
sermiconductor industnes with
whom the Committee considers the
performance of the Company can
most appropnately be compared
There s no Intention to change the
comparator group from that
estabhished for the awards made
n 2005 and 2006

For the awards made in 2006 and to
be made in 2007 the Comrnittes has
determmned certain thresholds which
have to ba satisfied in order for part or
all of the award to vest

If the TSR performance 1s below

the median of the comparator group,
no shares will vast i the performance
15 al median, 30% of the shares will
vesl, whilst for performance between
median and the upper quartile the
proportion of shares which will vest

1s determined on a straighthne basis
pro-rata between 30% and 100%
For performance in the upper quartile
or higher, 100% of the shares will vast
The award lapses if the performance
condition has not been satsfied at
the end of the retention penod

In the event that the TSR performance
meels the condihons of vesting,

the Committee will, prior to vesting,
also consider the underying financial

performance of the Company and
whether in light of this performance,
vesting should be permitted

The Commuttes willin a year i
which an award vests, report to
shareholders on the underlying
financial periormance whsch was
considered when approving vesting

The adoption of TSR as the pnmary
performance cnteron, which apphes
to executive directors and other
senior employees, was chosen to
ensure that the vesting of benefits
was dractly aligned to the interests
of shareholders The inclusion

within the performance cntena of

the considerahion of the underiing
financial performance of the
Company was adopted to ensure
that at the vesting of the award
appropnate account 1s taken of the
extent to which the Company’s own
performance has contributed to the
growth in shareholder value These
cntena were adopted following
consultation with the Company's
adwisers and institubonal shareholders

The Committee considers that
these performance conditions are
appropriate for the form of award
and are suitably stretching

The share awards are intended to
rgward slrong relative performance,
whilst share options will continue

In accordance with the rules of

the CSR Share Award Plan, the
Committee will resarve the nght to
grant awards at a proportion of basic
salary normally up to a maximum of
100% of salary (200% n excaptional
circumstances)

Under the serice agreement entered
into with Mr Scanstinck on 1 Novernber
2005, awards equivalent to 200%

of his basic salary were made n equal
instalments of a quarter every threa
months commencing in December
2005 and concluding in September
2006 Thess awards will not vest until
the third anniversary of each award
and subject to the satisfaction of the
performance conditions

Following hus retwerment in February
20086, John Hodgson exarcised those
options granted to hem under the
CSH Share Award Plan in accordance
with the condrtions determined by
the Commuttee in December 2005
As was reported in the Commuttea’s
report for the penod to 30 December
2005, the Commuttee had previcusly
determined that the performance
condihions had baen sausfied for a
shortenad performance penod to

30 December 2005

The table below summanses awards
granted and exercised in 2006 under
the CSR Share Award Plan, and the
total awards held by each executive

to reward absoclute performance director at 29 December 2006
Name Awards Datodd  Awadmade  Awad Prce Award Avars ntewstso Petonmarcs
heic? at 2000 sword vastng data eorcmadin 20 Decomber Cyclotor
31 December 2005 2008 2008 2008 Awardly
JDY Coller 18850 1March 2006 18,393 999 _1Mach2009 - 37,243 1 January 200610
31 December 2008
G Callnson 17.000 1 March 2006 16,518 €999 1March2009 - 33,516  1January 200610
31 Decamber 2008
J SHodgson' 44 850 - - - 28 Fabruary 44,850 - 1January 200610
2008 30 December 2005
PG G Goodndge 17000 1 March 2006 22,022 £999 1March 2009 - 39,022  1January2008t0
31 December 2008
JC Scansbnck 22,557 - - - - - 22557  1January 2005t0
31 December 2007
JCScanshnck 1 March 2006 19972 £999 1March 2009 - 19974 1 January 2006to
31 Decemnber 2008
JC Scansbnck 1 June 2006 13,549 £1379 tJune 2009 - 13,549  1January 200810
31 December 2008
JC Scansbnck 1 September 16 001 £11 50 1 Seplember - 16 001 1 January 200610
2006 2009 31 December 2008

' As gxplaned aDove wilh negard 1o Mr Hodgson s nebmrment effectve 28 February 2006 the padormanca penod was curtadad 10 30 Docember 2005
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REMUNERATION REPORT TOTAL SHAREHOLDER RETURN Following the de-histing during the

continued COMPARATOR GROUP OF COMPANIES  yaar of TTP Communications plc,
The following table shows the this company was removed from
comparator companies for the comparator group In accordance
datermining the relatwe TSR with the provisions in the rules of the
performance of the Company CSR Share Award Plan

ARMHoldingsplc Hewiett Packard Company STMcroalectrones N V

ASE Testinc Infinson Technologes AG SgmaTel, inc

ASML Holdng NV INTELCORPORATION SILICON LABORATCRIES INC

Analog Dawvices InG Logitach Internabional SA Skyworks Sohbons Inc

Apple Computer, Inc Marvell Techaoiogy Group Lid Spirant plc

Atheros Communications, Inc Matorota, Inc Synopsys Inc

BUSINAMICIOSYSteMs AG Natonal Semiconductor Coporaton

Bookham, n¢ Noksa Oy Tawan Semconductor

Mardactunng Company Limited

Broadcom Corporation Nordic Sermiconductor ASA TERADYNE inc

Carrus Logic ine PMC-Siera inc Texas instruments incorporated

Conexant Systems, Inc Plantromcs Inc Wavecomn SA

Delloc . ___ .___QUACOMMincomorated _________ WollsooMcroglectoncspic

Dualog Sermconducton Pic Research m Mation Lid

GN Store Nord A5 SiRF Technalogy Haldings Inc

No significant amendments are
proposed to be made to the terms
and conditions of any entitiement

of an executive director under these
share Incentve plans

The level of award 1s considered
each year in the hght of performance

The Company monitors the awards
of shares made under the vanous
share plans which it operates in
retation to therr effect on diution
it Followng shareholder approval
at the 2004 Annual General Meeting,
the Companys able to make selecive
sharg awards whie maintaining the
tradonal overall 109 brrut on awards
as a proportion of the issued share
capital m any rofing 10 year penod

PENSION ARRANGEMENTS

Three of the executive directors arg
members of the Cambndge Silicon
Radso Retrement Benefits Scheme
{'the UK Pension Plan’) which 1s an
HM Ravenue and Customs approved
mongy purchase {defined contnbution)
schermne operated for ebgible

employeas in the United Kingdom
Contrbutions are determined asa
percentage of the employee's gross
basic satary Details of the actual
contnbutions made by the Group to
the UK Pension Ptan on behalf of the
execubive directors are set out nthe
tabla on page 57

with the exception of Mr Scansbnck,
who s entitled to retwe at age 58,
nommal retwement age s 65 for
employees and executve drectors

Other than basic salary, no glement
of the directors’ remuneration 1s
pensionable

Pursuant to the terms of hus service
agreement, Mr Scansbnck has elected
for a cash payment aquivalent t0 20%
of us gross salary, from winch tax and
other statutory deductions are made
Thes payment tsmn hew of a contnbution
of 20% of hus gross salary to the
Group's UK and US pension plans for
the twelive month penod ended 29
December 2006




ISSUE OF SHARES

Necessary for the successful
recrutmant of and pursuant to the
service agreement with Mr Scansbinci,
he was on 15 December 2005
condmionally awarded 100,000
shares in the Company The shares
vest in three mstalments dependent
on continued employment and
payment by Mr Scarisbrick of the
nominzl value of the shares
Commencing 30 Novernber 2008
filty per cent vests Thereafter on
30 November 2009 twenty five

per cent vests and on 30 November
2010 the remaining twenty five

per cent vests

SHARE OWNERSHIP

Dunng 2006 the Board adopted

as part of its remuneration policies,
a requirement for executiva directors
to hold ordinary shares in the Company
in order to be ehgible o participate
fully in the share incentive ptans

Tha poticy reflects the Company's
belef that its executive directors
should also be shareholders
Executive directors have five years
from introduction of the requirement
or appointment to the Board in
whuch to establish a shareholding
whuch can be satisfied through the
retention of shares denved from the
axercise of vested awards under

the Company's share mcentve plans
The executve directors are required
to hold shares eguivalent to 100%
of ther basic annual salary

PERFORMANCE GRAPH

The graph adjacent shows the
Company's performance, measured
by total sharehcider return, compared
with the performance of the FTSE
250 index

The FTSE 250 index has bean
selected for this companson
because it1s a broad equity ndex

of which CSR plc is a constituent
company The graph covers the
penod since the Company was bsted
on the London Stock Exchange

firleil3 NN WU N0k

§7EREEES

CSR

FTSE 250

DIRECTORS CONTRACTS

It1s the Company's pobcy that
execLitive directors should have
contracts of anindefinite term

All executve drectors have a service
contract which s subject to one
year's notice from the Company
Each of Mr Colker, Mr Colinson

and Mr Goodndge have service
agreaments requinng them to gve
six months' notice to the Company
Mr Scansbrick has a serice
agreement requinng that he gve
threa months’ notice to the Company
Mr Collinson who s proposed for
re-glection at the forthcoming
Annual General Meeting has a service
contract which prowdes for a notice
penod by the Company of one year

The detats of the directors’ service
contracts and nottce panod from
the Company under therr respective
contracts are summansed in the
table below

Dowoisenvcs  Perodgd
Nama of dencior conimat notce
JOY Colier 25 Fabruary 2004 1 yoar
G Cofinson 25Februany2004  1year
PGGGoodndge 25 Febnary 2004 t year
JCScansbnck 1 Novamber 2005 1year

In the event of termination, a director
would be entitled to a payment not
exceading one year's bask salary

In an appropnate case, the Cormpany
would have regard to the departing
director's duty {0 mitigate loss

NON-EXECUTIVE DIRECTORS

All non-executive drectors have
speciic terms of engagement prowided
in formal letters of appontrment and
therr remuneration 1s determined by

the Board within the imits set by

the Articles of Association and based
onindependent surveys of lees pad
to non-executive directors of similar
companies which are considered
annually The non-executive drectors
are appointed for a fixed terrn,
subject to re-appointment by the
shareholders All non-executive
directors are apponted for a fixed
three year temmn, with the exception of
Mr Tucker whose letter of appointment
was renewed in January 2007 for
two years The tarms and conditions
of appointment are available for
nspechon at the Company's
ragistered office dunng normal
businass hours onraqueast to the
Company Secretary and up to 15
mirwtes pror to and at the Company's
Annual Ganerat Meetmg

The fees payable to non-executive
directors wera reviewed 1n December
2006 It was determmed that the fees
would rerman unchanged, subject to
turther rewew during 2007 to comexde
with the appontrnent of a new
Charman of the Board Thebasic fee
pad to each non-executve director
for the 52 weeks to 29 December
2006 was £36,000 An additional

tea of £5,000 was paxd for the
charmanship of tha Aucit Comimuittes,
whilst for acting as charr of the
Remuneration Commuttee, the lee
paid was £5,000 Mr Tucker who1s
the senor ndependent director was
paid £5,000 for acting in that capacity

Non-executve directors do not
recene any bonus, do not particpate
n awards under the Company's share
schemes and ara not efigble to jom
the Company's pension schamas

Mr Maciantosh who 1s proposed

for re-elechon and Mr Giacolatio

who s proposed for election at the
forthcoming Annual General Mesting,
being non-axecutive drectors,

do not have a service contract

Dunng the year the letters of
appomtment for Mr Tucker, Mr
Whybrow and Mr Mackintosh have
fallen or will {all due for review {ollowing
ihe complation by each of thewr initial
three year term of appointment
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AUDITED INFORMATION
Drectors’ emoluments or fees

The letter of appontment for

Mr Tucker has been extended for

a two year penod to 24 January 2009
As aresult of the decision that

Mr Whybrow 15 to stand down from
the Board followang the Annual General
Meeling on 2 May 2007, his exasting
letter of appointment which expires

i March 2007 has been extended
untl 2 May 2007 Anew letter of
appointment will be entered iInto for
Mr Madantosh reflecting hus appontment
to the pesition of Chamman

Daumolletir  Dusatamol

Name of dancior ofBppontment_appontment
JWWhvbrow 17 December 2006 3 years'
D Tucker 23January 2007 2ysars
RMackintash 16March2004  3years
AECGCansle 1 ly2005  3years

* Mr Wiybrow s lenm of 8ppointment commenced on
2March 2004 beng the data ol the Comparys
acrTsSon t6 the London Siock Exchange

OUTSIDE APPOINTMENTS
Executive cirectors are entitled

to accept appointrnents outside
the Company provided that the
Charrman's permission 1s sought
prior to accepting the appointment
Dunng the yaar Mr Colimson acted
as a non-executve director of
Sonaphc Limited and fees of £7,500
were pad to CSR plc

The emoluments or fees of directors senang dunng the year, for the financial years 2005 and 2006 were as follows

Foas/Basc satry Benells n knd Arrualtonuces 2006 1otal 2000 wotal
Name of cecior 3 3 3 $ 3
Exocutive e L o
JDY Collier 444,418 1,765 182,110 628 293 400,764
G Collinson 399,069 1,765 163,889 564,733 441,740
P G Goodndge 399,069 1,765 163,899 564,733 432,844
J § Hodgson™ 20 000 3812 270,000 363 912 747,667
JC Scansbnek 711,852 27.361 - 730,253 58,333
Non-executive
J W whybrow 253,853 - - 253,853 224,780
D Tuchker 83,442 - - 83,442 71,359
RMackintosh 74,372 - - 74 372 58 770
JC Scansbnck - - - - 52,305
AECGCanisla 65,302 - - 85,302 28,620
ML Shone™ - - - - 14,234
Total 2,521,517 36,568 775,908 3337993 2,622,416

-~

The satary for Mr Hoogson was paxd nUS Collars The sabry for Mr Scarisbrck wis paxd partly o1 LIS Dollars and pavtly in Pounds Sterng  The saiary andiees ior other
cractors wens paxd n Pounds Sterkg but denomenetadn LS Dotars or reporing purposas: consstent with tha acoountsy poices of the Comparny

Swod down 31 Marnth 2005
**Ratrad 28 February 2008

AGGREGATE DIRECTORS REMUNERATION
The aggregate drectors’ remuneration was as follows

2005 2000

H H

Emoksments 3,337,933 2,822416
Gans on exerciserof share opbons. 1,179,816 20,485,050
Money purchasa penson contntautions 317,958 139,863

4,835,567 23,247,329




DIRECTORS PENSION ENTITLEMENTS

Contributions paid or accrued by the Group in respect of the directars during the year were as follows

2008 2000

s s

JO¥Coer . o e e e it e . B228 | 4089
GColmson . e . e e e _ _ .. 55870 44958
P G G Goounage 55.870 44 956
J C Scansbnck 144,000 -
317,958 139,863

DIRECTORS SHARE OPTIONS

Aggregate emolumenis disclosed on page 56 do not include any amounts for the value of options to acquire ordinary

shares in the Company granted to or held by the dwectors

Datails of the options exercised by directors dunng ther per:od of appomtment n 2006 and details of gains ansing
on the exercise of options in the 52 week penod to 29 December 2006 and the prior year are shown below

Dated Numbor Moot valos Garson m
Nomaot dmctor Grort descrphion Lot ] asarcosd Coal per shore per sham T 2008
C £ mg H
JDYCobar _ FounderGew_ =~ - _ - 0003 .- _ - 1834288
Founder Grant - 0054 - - 4372611
G Colnson Founder Grant - - 0003 - -  DB1,478
e e FoOurderGrot - - 0054 - - _ 947845
_ . founderGrt - - __ 050 T o= A1873
JSHodgson® Starter Grant - - 0156 - - 962,424
Starter Grant - = 0156 - - 1981524
— - mwe.. StoterGramt - T 0156 _—— - 3660395
e StadterBmed o Ll lZa.. 0S8 - __ - 4928080
PG G Goodndge Stanter Granm - - 0503 - - 240878
Starier Grani - - 0503 - - 15,671
Staner Grant - - 0503 - 32,864

Dec 2000
Bonus Grant D2 May 2008 35,796 2385 14 06 766,803 116,032

Sep 2002
Borus Grant 02 May 2006 15,180 1010 14 06 384,423 -

Dec 2001
Bonug Grant 02 May 2006 2160 2385 14 06 48,391 -

*Retrod 28 Foabwunry 2006

Nota ) The LIS $ gan reprosonts tho numibeor of plors exarcsed rmuttphod by Ihe Markel value por sharm shown n pounds sterkng and ransiated ot the

LFS $/prncts sloring exchange rate provading on the date of exercse
-
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Details of options for directors who served dunng the year are as follows

3100200
fordsteol 29 0oc 2006 Exeroen
Nama of spposdment fordatact Proal Data from
1 Dvector Schame Notov) Guarted Exercsad resgrabon} Note (W) whech exancrsablo Exprydate
JDY Coler Founders 382,002 - - 382,002 00537 01 AprOONote ) 01Sep 10
Giobal 120 00D - - 120,000 D 5033 10May 01 Note ) 10May 1D
csopP 75 000 - - 75,000 200 26Feh 07 Notav) 26Fab 14
SAYE 5013 - - 5013 188  01May07 Notefw) 01 NovO7
CSorP 62,350 - - 62,350 321 05May08Note ) 05May 1o
Parfonmance award 18,850 - - 18,850 0001 05May08Notefvis) 05 May 15
_ csoe - 24,525 - 24,525 999 01 Mar09(9 O1Mar 16
_ Pertormanca award - 18,393 - 18,393 114 9] 01 Mar 09 fvn) 01Mar 16
G Colinson C50P - 11,148 - - 11148 235 26Feb 07 Note v 26Fab14
I CSOP 55 852 - - 55,852 200 26Feb 07 Nota v 26Feb14
. save T sol®__ - e 5013 188 _01MayO7Notolel ___ O1NovO?
jele 568 100 - - 58,100 321 05 May 08 Note (w) 05May 15
Performance award 17,000 - - 17,000 0001 05May08 Note b} C5May 15
. csop . o emep _ o _220m _ __ 999 _ __ OIMalSW___ OiMar16
e Potormanceawad - ___ WS - _ _ 165160001 OIMar09pw) __ O1Marif
J§ Hodgson® Giobal 1,015,782 - - 1,015,792 0 1563 19 Feb 01 Note {1) 27May08
U o- ¢ _ . _ 1000 __ - 120,000 200 _ 2BFobOBiNotely). _ 28Aug0B
R - 0 88,000 _ R - e ™ ... BSOOO . a2 28Feb06Natelv) _ = 20Aug06
Performante awarg 44,850 - - 44,850 0001 2BFeb DG Nota [ve) 27 Aug 08
P GG Goodndgs Global 35,796 - 35796 - 2 385 31 Dec 01 Note (i 310ec 10
_Global  _ _ _ 2800 _ . - 2,160 240 _ 2385 _ 31DecO2Note(j ___ 31Deci
o . lGoba  _____@mso” T 1 T- o 3780 101 31DcOZNotel) | 25Novi2
Giobal 60 000 - 15,180 44,820 101 30:Sap 03 Note () 30Sep 12
Global _ —_a0000 - - 40,000 1025 1BNovO4Noteln) _ 1BMNov13
. R _gcsop wrm.s L - _ - o_ .. 12785 ___ 235 _ 26Feb07Notelv)  _26Febid
cSop 54,235 - - 54 235 200 26Fab 07 Note () 26Feb 14
SAYE 503 - - 5,013 188 01 May07 Noteiv) 01 Nov07
N _ Csoe . __9%8100 T - 4 1. ¢ B 321 _O5MayOBNotefw) _ _ O5May15
- . _Pedoqmanceswad | 17000 - e .. T oo J7oo0 | 0001 05SMay08Notefw) O5May 15
cSoP - 33,033 - 33,033 999 01 Mar(9{x) 1 Mar 16
" Peformancemwad _ _ _ __ - __ 22022 _ - _ 2202 0003 _ _O\Mar09{w} _ __0O1Mar1B
JC Scansprek _ Performance award 22857 [ .- 77 Z. . 22567 900l 15DecO8Natetw) ___ 15Dac1s
CSOP 45114 - - 45,114 893 15DacO8 Noto (w) 150Dec 15
Recrutment award 100,000 - - 100 000 00N 30Nov 08 Nota (x) 30Nov 10
N Lo__LsoP_ o _._._.. Q3994 __ - _ 38848 ___ _ 889 _OiMar(9iv)__ 01 Mar 16
Perfotmance award - 18,874 - 189974 Q001 01 Mac 09 (ww) 01 Mar 18
CSOP = 27,088 - 27,098 1379 01 Jun08 (wi) 01.JuniB
_ __ _ _Pefommanceaward__ ___ __ _-_ ___ 13545 _ - . 13549 0001 ___ 0IJn08w__ __ 01416
. CBOP e 32002 T @002 1150 01Sep0d(w) ___ 015en16
Porformancs award - 16,001 - 168001 0001 Q1 Sep 08 (vw) 01 S5ap 16
Tota! 2,566,450 285 083 53,136 2,798,397
Rewred 28 Febnuary 2006 As explar thore i thes repon. Mr Hodgason was [ d afterha 11 to aconie ated vestng and tha nght 10 Bxorcen thosn 0ptong whch i the date of he retrennont

had not boon exortsed

Note [} Vestng o1 apuon 20% on anrwersary of grant then 5% aach subsequent calanday quarter end {31 March 30.une 3 Septambar 31 December) icr 16 quarters

Nota ) Vestngolopton 25% on annwusary of gram then 6 25% cach subsoquent calondar cuaner enad (3t Mansh 30.June 30 Septomber 31 Docamber) for hwehe quanters

Now ) Vestng of opuan 5% each calendar quarter end (31 March 30.Juné 30 Septernber 31 Decenber) for 20 quaners

Nota vy Opton MuTiDers arpac ol ig relioct chinges to ih e raonksting niMach 2004

Notetv Opions granted 10 Dvecions under the CSOP schaman 2004 vast Aor threo yoarn and have ceran periammancs Griend BHached Thi Ou0ns vest 1 Droparions om 10% - 100% dependent upon

1ho EPS aciavod by the Group for the year endod 31 Decemior 2006 tha Larget EPS s nihe range 50 171050 28 Thercafter the 0plon miry ba exarcesad Kor the rost of & ten yoar o wehout urther test

Note i) Optons grared under the SAYE schame wis) SN I woo yoers and rrass be gxencsed withn S months of veslng date

Notofv) Optons grantad under the CSOP schorme verst altér theso years and havo cartan poriormance cera attached Foroptons tovest. the EPS growth mausi be greater thav the growth n the FF1 pius
acompound 4% por annum over 8 Exed penod of thrve firancial years boginnngn January 2006 The pororrmancs pencd i respac of $1e opions grantad 10 Mr Hodgaon andiod on 30 Decamiber 2006

Note v} Shams graniad under the Share Awad scheme s 2005 and 2006 vos! after thred years and have Caran performance condbions oftached The shares vest n orogorons from 0% to 100% dopenden!
onthaCompany's TSR agany a basket of amparaler companas estabkshoc & 1he sian of the e yaar panod and thereatier arly f the Comedry s underyng inancal pertormnance ha mpnivid [ine satsiacton
ol the Remuneration Commttoo: detals ol whach 5hal bo dscinsod 10 sharehaokdors N /epona of the Remaanerauon Commitos subsagquont to the dotammanaton of tha Commdiae  Tha perlomancs pancd nnespoct
of shores gronted o Mr Hodgson was shartened 10 30 Decomier 2005

Note fxh To facktale tha recrustment of Mr Scarshnck andas pert ol thetevma of hes appoiniment the Company agrepd 10 award M Scansbnck 100 000 odnary shives n the Company Thes award 15 subyect

[ pafier th SEaChon of CoNKkons ralatng 10 8erce Fity por cont vl vast on 30November 2008 twenly fve er cont will ves! on 30 Novermber 2008 ard tabiokance witvest on 30 Novamber 2010

Mr Scansbnck wil subscnba lor s1ch shiares n ¢asn 818 pNce pes shxm equal 10 e nommnal valug

Nota [ Optons granted undgr the CSOP scharma 0 2006 also vesi after threa years and have periormance criena attached No 0pixong wil vest # EPS growth 8 below a comiaound 12% Der a/vim plus RFY

1 tha Company's EPS growihiMests or £x0ands  ampsounckal 1:2% por pnampies APY 30% of the shareoptons will vost fthe Compary s EPS grawthrmeets or éxotects 2 compound 14% Dér arrsmiphes AP gn
ackstonnl 50% of the shars optons wilvest ¥ tha Company's EPS growth meots or axcoeds a compound 179 per anvaam pius AP a opbons wives!

Thomuriai pnoa of the ordnary shanes at 26 Docember 2006was £6 50 and theranga dunng the yearwas £8 1310£1512

Approval
This report was approved by the Board of directors and signed on its behalf by

RMackintosh : RGMLLLJ P\&J‘«M

Charman, Remuneration Commuttee
21 February 2007
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STATEMENT OF DIRECTORS RESPONSIBILITIES

The directors are responsible for prepanng the Annual Repon and the financial stalements The directors are required to propare financial statements
for the Group In accoedance with Internanional Financial Reporting Standards (IFRS) and have also elected to prepare financial statements forthe
Company in accordance with IFRS Company law requires the directors to prepare such financial statements n accordance with International
Financial Reporting Standards, the Comparues Act 1985 and Article 4 of the lAS Regutation

International Accounting Standard 1 requires that inancial statements present fairty for each financial year the Company's financial position,
financeal performancs and cash flaws  This requires the fadhful representation of the efiects of ransactions, other events and conditiens in
accordance with the definmions and recognition cntena for assets, labiites, incorme and expensas sei out in the internatronal Accounting Standards
Board’s ‘Framework for the Praparation and Presentation of Financial Statements’ Inwirtually all circumstances, a faw preseritation will be acheved
by compliance with all appiicable Internatonal Financial Reporting Standards Directors are also required to

« properly select and apply accounting policies,
« present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandabla information, and

» provide add tional disclosures when compliance with the specific requirements in IFRS s insufficient to enable users to understand thempact
of particular transactions, other events and condiions on the entity’s financial position and financial performance

The drectors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any tme the financi poémon
of the Company, for safeguarding the assets, for taking reasonable steps for the prevention and detection of fraud and other rregulanties andfar
the preparation of a directors’ report and directors’ ramuneration report which comply withthe requirements of the Companies Act 1985

The directors are responsible for the mantenance and ntegrity of the Company website

Legislation in the United Kingdom governing the preparation and dissermination of financial statements difiers from legisiation in other junsdictions




INDEPENDENT AUDITORS REPORT

We have audrted the Group and indmdual Company financial statements ('the financial statements'} of CSR plc tor the penod ended 29 December
2006 which compnse the consolidated income statement, the consolidated and indmdual Company balance sheets, the consohidated and indrdual
Company cash flow statemerds, the consobdated and indvdual Company statements of changes in shareholders’ equity, the statement of
accounting polcies and the related notes 110 37 These financial statements have been prepared under the accounting policies set out theren

We have also auditad the information in the directors’ remuneration report that 1s descnbed as having been audited

This report s made solely to the Company’s members, as a body, in accordance with section 235 of the Companies Act 1985 Our audt work
has been undertaken so that we might state to the Company's members those matters we are required 10 state 1o them in an auditors’ report and
fornoother purpose To the fullest sxtent perruttad by law, we do not accept or assuma rasponsibdity to anyone other than the Comparty and
the Company's members as a body, for our audt work, lor this report, or for the opimons we have formed

Respactive responsibilibes of directors and auditors

The directors’ responsibitities for prepanng the annual report, the directors’ remuneration repori and the financial statements in accordance
with applicable law and International Financial Reporting Standards (IFRSs) as adopied by the European Union are set out nthe statement
of directors’ responsibdties

Our responsibxiity 1S to audit the financsal statements and the part of the dvectors’ remuneration report to be audited in accordance with relevant
legal and regulatory requirements and International Standards on Auditing (UK and Ireland)

Wa repon to you our opirion as to whether the inancial statements give a true and fair iew and whether the financial statements and the part of
the directors’ remuneration report 10 be audited have been properly preparedin accordance with the Companies Act 1985 and, as regards group
financial staterments, Arlicle 4 of the lAS Regulation We also report to you whether, in our opiruon, the informaton gven in the directors’ report is
consisient wath the financial statemants,

In addition, we report o you if the Cormpany has not kept proper accounting records, if we have not receved all the information and explanations
we require for our audt, or finformation specified by law regarding directors’ remuneration and other transactions s nol disclosed

We raview whether the corporate governance statement reflects the Company's compliance with the nine prowsions of the 2003 Combined Code
specified for our review by the Listing Rules of the Financial Services Authonty and we raport if t does not We are not reGuwed to consider whether
the board's statements on internal control cover all nsks and controls, or form.an opinion on the effectivenass of the Group's corporate governance
procedures of ks nsk and control procedures

Wae read other information as descnbed in the contents section contamned in the annual report and consider whether it 1s consistent with the audited
financial siatermants We consider themplications {or our report if we become aware of any apparent misstatements or matenalinconsistencies
with the financial statements Our responsibiiities do not extend to any turther nformation outside the Annual Repon

Basss of audtt opinton

Wa conducted ow audit i accordance with International Standards on Auditing (UK and Ireland}issued by the Auditing Practices Board
Anaudit ingiudes examination, on a lest basis, of endence relevant to the amounts and disclosures m the financial statements and the part
of the directors’ remuneration raport 1o be audited It alsoincludes an assessment of the significant estimates and judgements made by the
directors m the preparation of the financial statements, and of whather the accounting policies are appropriate to the circumstances of the
Cornpany and the Group, conastently apphed and adequately disclosed

We plannad and performed our audit 50 as to oblain all the information and explanations which we considered necessary norder to prowvde

us with sutficient evdence o gve reasonable assurance that the financial statements and the part of the dreclors' remuneration report tobe
audited are free from matenal misstatement, whether caused by fraud or other itegutanty oremor In forrming our opimon we also evaluated

the overall adequacy of the prasentation of informnation in the financial statements and the part of the directors'’ remuneration report to be audited

Opinion
I Qur opiron .
+ the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Unon, of the state
of the Group's affairs as at 28 December 2006 and of s profit for the penod then ended,

* the ndvdual Company financial statements gva a true and fair iew, in accordance with IFRSs as adopted by the European Union as applied
in accordance with the requirernents of the Comparses Act 1985, of the indnadual Company's affairs as at 29 December 2006,

« thefinancial statements and the part of the directors’ remuneration repor 1o be audited have bean properly prepared i accondance with
the Companies Act 1985 and, as regards the Group's financial statemenits, Article 4 of the IAS Regulation

« the information grven 1n the directors’ report is consistent wath the financial statements

Separsate opinionin relabonto IFRSs

As exptaned in Note 2, the Group m addiion to comphyng with s legal oblgation to compty with IFRSs as adoptad by the Eurapean Umon,
has also compliad with the IFRSs as issued by the International Accounting Standards Board Inour opivon the financial statements give a true
and far view, n accordance with IFRSs, of the state of the Group's aftars as at 29 December 2006 and of its profit for the penod then ended

Delathy ¢ Tonde LLF

Delortte & Toucha LLP )
Chartered Accouniants and Regislered Auditors, London, Uruted Kingdom

21 February 2007
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CONSOLIDATED INCOME STATEMENT Forthe 52 waeks ended 2% Decembar 2006

Notezs 2008 2005
$000 $ 000
Revenue 4,5 704,695 486,531
Cost of sales {376,036) (258,418}
Gross profit 328,659 228,113
Research and developrment {109,313) _JSO'MO)
Sales and marketing {47,634} {38,696}
Administrative expenses {22.717) {17,141}
Operatmgprott _____ o _ _ 148995 111,936
Ivestmentincome . _ . ... _ _ ... __ ... _4_ _ 6106 __ 3213
Finance costs 8 {704 (783}
Profit bafore tax 154,397 114,366
Tax 9 (43,200} (31.210)
Profitforthe penod 6 111,197 83,156
Earnings pershare s $
Basic__ } i S 1 _ 08 o067
Diuted __ _ - . _ . _ _ B 10 _ _ o8z _0e62
The rasults ware all derived from continumng operationg
The profit or the penod 1s wholly atinbutable 1o equity holders of the parent company, CSR plc
CONSOLIDATED STATEMENT OF CHANGES [N SHAREHOLDERS EQUITY Forthe 52 weeks ended 2 December 2006
Notes 2008 2005
$ 000 $ 000
Atbeginning of penod 277,037 155,485
Profit for the penod 11,197 83,156
lssug of share capral 22 2,854 3,402
Exchange diffarences on translation of foresgn operatiens - (47)
Share-based payments 27 7.836 2,408
Deferred tax labikty) benafil on share option gains and tax losses 18 (5,404) 21,282
Current tax benefit on share options 23 8,188 13,632
Gan {loss)on cash flow hedges 23 8,350 13.828)
Net tax oncash fiow hedges in equity - 23 (1.886) 936
Translerred tomcome statement nrespect of cash flow hedges 23 (2,063} 711
Atend of penod 406,209 277,037




CONSOLIDATED BALANCE SHEET 29 December 2006

Notos  26December 2006 30 Decernber 200

$000 $00
Non-current assets o L _
Googwill ) 1 51,852 52,69
Other ntangible assets 12 31,685 25,501
Property, plant and equipment ) 13 45,454 22,54
Dafarred tax asset 18 11,350 18,13,
140,442 118.88:
Current assets
Inventory 15 106,470 69,67.
Cash flow hedges 17 4,522 .
Trada and other recavablas R 16 101,822 75,28
Treasury depasits 16 30,000 25,000
Cashand cash equivalants 16 117,404 99,38/
L . 360,308 269,34
Total assets 500,750 388.221
Current habihties
Trade and other payables .20 64,801 95,591
Current tax kabdities 19,023 193
Obhgations under financeleases oo i T 19 3.384 3,801
Cashflow hedges 17 - 3.821
Provisions 21 4,100 4,051
91,308 109.21
Netcurrentasaets 269,000 160,13
Non-current habilities
Obkgations under inance leases 19 3,233 1.97
Total hlatilies 94,541 191,19
Notassets 406,209 277.03
Equity
Sharacapial 22 232 22
' Share premium account . 23 B4 B1,16
Capial redemplion resarve 23 a50 951
Merger reserve 23 61,574 61,57
Hadging reserve 23 2.220 {2.18
Share-based payment resarve 23 11,003 3,16
Rataned sarnings 23 245,119 132,13
Total equity 406,209 277,03

| These financial statemants ware approved by the board of drectors and authonsed for 1ssue on 21 February 2007
Theywere signed on its behalf by

) -

Paul Goodndge

21 February 2007 21Feb 7
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CONSOLIDATED CASH FLOW STATEMENT 52 weeks ended29 Decembar 2004

Noles 2006 2005
$ 000 $ 000
Net cash from operating activities 24 65,499 94,969
Investing activiies
Interest recenved o o 6,047 2878
{Purchase) sale of treasury deposis (5.000} 10,000
Purchasas of property, plant and equipment {35,874} {17,250
Purchases of ntangible assets (8.797) (1,423}
Acqussition of subsidianes - {64,464}
Net cash used ininvesting activiies {44,624) (70,259)
Financing activities
Repayments of abkgatons under finance leases (5,235) (3,262)
Proceeds onissue of shares 2,959 3,434
Net cash {used in) from financing activities (2.276) 172
Netincrease in cash and cash equivalents __ 18,589 24,882
Cash and cash equivalents at beginning of period 99,386 o 75,074
Eflect of foreign exchangse rate changes (491) {570}

Cash and cash equivalents atend of penod 117,494 99,386




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the 52weeks ended 2% December 2005

1 Generalinformation
CSRpic s a Company ncorporated in the United Kingdom under the Companies Act 1985 Theaddress ofthe registersd office i1s gven on page 89
The nature of the Group's operations and s principal actmbies are set out in note 5

These fnancial statements are presented in US dollars because that s the currency of the pnmary economic environment 1n whuch the Group
operates Foreign operations are included n accordance with the policies setout nnote 2

Al the date of authonsation of these financizl staterments, the fallowang Standards and Interpretations which have not been applied in these financial
stalements were im155uUe but not yet effectve

IFRS7 Financial Instruments Disclosures, and the related amendment tolAS 1 on capital disclosures

Thedirectors anticipate that the adoption of this Standard in fulure penods will have no matenalimpact on the financial statements ofthe
Group except for additional disclosures on caprtal and financial instruments when the standard comes into effect for penods commencing
on or after 1 January 2007

All Standards and Interpretations that have been issued but are not yet effective have been considered and thosa that are applicable have been
apphed in these financial statements

2 Accounting pohcies

Basis of accounting

The financial statements have been prepared in accordance with International Finanaal Reporting Standards (IFRSs), as adopied by the European
Union and therelore comply with Article 4 of the EU LAS Regulaton

The financial nformation has been prepared on the basis of all applicable IFRS, including all International Accounting Standards {LAS), Standing
Interpretations Committee {SIC)interpretations and International Financial Reporting Interpretations Commuttes {IFRIC) nterpretations issued
by the International Accounting Standards Board (IASB) and effective betore 29 Decermnber 2006

The financial staternents have been prapared on the histoncal cost basis, except for the revaluation of financial Instruments
The pnncipal accounting policies adopted are set out below

The financial statements cover the 52 week pencd from 31 December 2005 to 28 December 2008, the comparatives are prasentad for the
52 week penod from 1 January 2005 10 30 December 2005 Thefinancial statements are reported on a 52 week bas:s to be consistent with
the Group's internal reporting

Dunng 2006, the Group decided on the early adoptionof IFRIC 11 'IFRS 2 - Group and treasury shara transactions ' This has resulted in
aretrospective change n accounting policy for recording the grants of equdy Instruments in the Company to employees of its subsidianes
The retrospective application of this Interpretation has resulted in a restatement of the Company-only finangial statements for the 52 weeks
ended 30 December 2005 Thereis no impact on the consolidated financial statements In 2005, the effect of the restatement onthe
Company-only financial stalermnents was 10 ncrease the cammying amount of the Comparnty's investrnent n subsidianes by $3,167,000

and increase trade and other payables by $3,167,000

Basis of consolidation

The consolidated financial staterments incorporata the financial statements of CSR plc (the Company) and entities controlied by the Company
{its subsidianes) drawn up o the dates indicated n the pnmary financial statements Contral is achieved where the Company has the power
to govern the financial and operating policies of aninvestes entity so as to obtain banefits fromits actvities

The results of subsidianes acquired or disposed of dunng the year are ncluded inthe consobdated income staternent from the effectve date
of acquisition or up to the effectve date of disposal, as appropnate

Where necessary, adjustments are made to the financial statements of subsicianes to bang the accounting policies used intc hine with those
used by the Group

Allnira-Group transachons, balances, income and expenses are eliminated on consolidaton

Business combinations

The gcqunsiion of subsicianes 1s accounted for using the purchase method Thecaslpf the acquisition 1s measurad at the aggregate of the tar value,
at the date of exchange, of assets gven, liabilties meured or assumed, and equaty Instruments issued by the Groupn exchange for control of the
acquiree, plus any costs directly atinbutable to the business combination

On acgusstion, the assets and tabidimes and contingent habiihes of a subsidary are measured at ther far vatue at the date of acquistion Aty excess of
the cost of acquisihon over the farr vatues of the identifiable net assets acquired is recognised as goodwil Any deficiency of the cast of the acquistion
below the tarr vale of the identfiable net assets acquired (| e discount on acquisition) 1s credited to the incorma statement in the penod of acquesiion

Goodwll
Goodwill ansing on consclidation represents the excess of the cost of acquisiion over the Group'sinterest in the farr value of theidentifiable assets
and habilties of 2 subsidiary, assocrate of jointly controlied entity at the date of acquisition

Goodwall 1s recogresed as an asset and reviewed for impairment at least annually Anyimpaiment s recogrised immediately in profit or loss
and is not subsequently reversed
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Forthe 52 weeks anded 2¢ Decernber 2006
Continued

2 Accounting pohcies [contmnued)

Goodwill {continued)

On disposal of a subsidiary, associate of jointly controlled entity, the attnburtable ament of goodwillis ncluded in the determination of the profit
orloss on disposal

Revenue recogrition

Revenue 1s recogrused when it 1s probable that economic benefits willflow to the Group Revenue s measured al the farr value of the consideration
recened or recenvable and represents amounts recewabile for goods and services prowded in the normal course of business, net of discounts,
VAT and other salesrefated taxes

Sales of goods are recognised when goods are delivered and title has passed
Royalty ncome s recognised upon shipmant of the royalty earning product by the icencee

For the sale of services, revenue s recognised In accounting penods inwhich the service 1s rendered on a percentage of completion basis
Revenue from post contract support 1s recognised over the penod of performance  The excess of service fees and post-contract suppont
nvoicad over revenue recognised 1s recorded as deferred income

Revenus Is shown net of estimated prowision for credit notes and returns
Interest ncome s accrued on a tme basis, by reference 1o the pnncipal outstanding and at the effectrva intarest rata applicable

Leasing
Leases ara classfied as knance leases whenever the terms of the lease transfer substantially all the nsks and rewards of ownership to the lessee
All other leases are classified as operating leases

Assets held under finance leases are recogrised as assets of the Group at thewr fair value or, if lower, at the present value of the minimum lease
payments, each determined at the mception of the lease The corresponding liability to the lessor sincluded iInthe balance sheet s a finance lease
obiigation Lease payments are apportioned between finance charges and reduction of the laase so asto achigve aconstant rate of nterast on the
remaming balance of the kablity Finance charges are charged directly 1o theincome statement

Rantals payable uncier operating leases are chargad to the Income statement on a straight ine basis over the term of the relevant lease
Benefits receved and recervable as an incentive 1o enter into an operating lease are also spread ona straight ine basis over the lease term

Foreign currencies

The functional currency of CSR pic 15 the US dollar Transactions in currencies other than US dollars are recorded at the rates ot exchange prevaiing
on the dates ol the transactions At each balance sheet date, monetary assets and latsities that are denorminated in foreign currencies are
rotransiated at the rates prevailing on the balance sheet date Non-monetary assets and kabilibes carned at fair value that are denaminated

In foreign currencies are translated at the rates prevaiing at the date when the farr value was determined Gains andlosses ansing on retransiation
are ncludad in the net profit or loss for the penod

In order 10 hedge its expasura to certanforegn exchange nsks, the Group enters into forward contracts (see below for details of the Group's
accouniing pohcies in respect of such dervatve tinancial instruments)

On consolidation, the assets and habilties ot the Group's overseas operations are translated at exchange rates prevailing on the balance sheet date
Income and expense tems are translated at the average exchange rates for the penod unless exchange rates fluctuate significantly Exchange
differences ansing, tany, ara classified as equity and transferred o the Group's exchange retransiation reserve Such translation difflerences are
recognised as ncome of as expanses In the penodin which the operation 1s disposed of

Operating profit
Operating profit s stated before nvestment income and finance costs

Ratirement benefitcosts
Payments (o defined contnbution retiremant benedit schemes are charged as an expense as they falldue Ddfarences between contnbutions payable
n the panod and contnbutions actually pad are shown as either accruals or prepayments in the balance sheet

Taxation

The tax cumrently payable s based ontaxable profi for theyear Taxable profit difers fromnet proft as reported in the income statement becausa it
excludes tems of ncome and expense that are taxable or deductible in other penods and it further excludes tems thal are never taxable or deductible
TheGroup's hability for current tax 1s Calculated using tax rates that have been enacled or substantively enacted by the balance sheet date

Deferred tax s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and habilbies i the financial
statements and the corresponding tax bases usad in the computation of taxable profit, and s accounted for using the balance sheet hability method
Deferred tax labdiies are generally recogmsed for all taxable termporary differences and deterred tax assels are recognised 10 the extent that itis
probable that taxable profits will be avatable aganst which deduchible temporary diffierences. unused carmed forward 1ax losses and unused carned




2 Accounting policies (continued)

Taxation (continued)
forward tax credits canbe utihsed However, such assets and babilit:es are not recognised (fthe temporary differences anse from
= goodwill,
« the Inctial recognition {other than n a business combination) of other assets and kabilhes in a transaction that atiects naenher the tax profit
nor the accounting profit,

« nvestmeants in subsidianes and associates, and interests njoint ventures, where the Group s able 1o control the reversat of the temporary
difference and 115 probabie that the temporary difference will not reverse m the loreseeable future

The carnang amount of deferred tax assets s revewed at each balance sheet date ankd reduced to the extent that ttis no longer probable
that sufficient taxable profits will be avallable to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply In the penod when the kabdity s settled or the asset 1srealised Deterred tax
15 charged or credited in the income statement, except when it relates tostems charged or credited directly to equity, nwhich case delerred tax
1 also dealt wath in equity

Deferred tax assets and habilibes are offset when there s alegally enforceable nght to set off current tax assats aganst curent tax habikties and when
they relate toincome taxed levied by the same taxaton authonty and the Group intends to sattle its current tax assets and kabdities on a net basis

Property, plant and equipment
Plant and equipment are stated at cost less accumulated depreciation and any recognised impairment loss

Depreciation is charged so astownte off the cast of the assets, less estimated residual value, aver their estmated usefullives, using the straight
Ine method, on the following basis

Computer equipment 2103 years

Testegquipment 2105years

Office sgquipment dyears :
Furniture and fitings Syears

Leasehold improvements mmum lease penod

Residual values are the estimated amount ihat the Group would obtain frorm disposal of the asset, after deducting estimated costs of disposal,
if the asset wera already of tha age and n the condition expected at the end of its useful life, based on pnces pravalling at the balance sheet data

Ingeneral residual values are zero or neghgible, due to the techrical and specialised nature of assets hekd

Assets held under fimance leases are depreciated over their expected useful ives on the same basis as owned assets or, where shorter,
over the term of the relavant lease

The gain orloss ansing on the disposal or retiremant of an assat 1s determined as the diffarence between the sales proceeds and the carmying
amount of the asset and Is recogrised in the Income statement

Assets in the course of construction ara carned at cost Depreciation of these assets commences whenthe assets are ready for therr intended use

Other intangible assets

Other intangible fixed assets are stated at cost or far value for items acqured in business combrnations, netof amariisation and any prowvision for
impairment No amortisation is prowded on assels inthe course of construction On other intangible fixed assets amortisation 1s provided at rates
calcutated to wrte off the cost or far value, less estimated residual value, of each asset on a straightine basis over 11s expected usehul Iite as {ollows

Software icences lkcenceterm
Customer contracts and relationships 3years
Purchased RSD dyears

Residual values are the estinfated amount that the Group would obtain from disposal of the assel, after deduCung estmated costs of disposal,
if the asset were already of the age and inthe condition expected at the end of its usefud bfe, based on pnces prevailing al the balance sheet date

Ingeneral residual values are zero or neghgible, due to the techmcal and specialised nature of assets held

Assets held under finance leases are deprectated over ther expected usefud bves on the same basis as owned assels of, where shorter,
over the term of the relevant lease

The gain or loss ansing on the disposal of retirement of an asset 1s determined as the difference between the sales proceeds and the camying
amount of the asset and 1s recogrisad mn the ncome statement

Assets In the course of construchon are camed al cost Depreciation of these assets commences when the assels are ready for ther intended use
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2 Accounting pohcies ([continued)
Research and development expenditure
Expendrure on research actmties is recogmised as an expense n the penod inwhich it is ncurred

Anmnternally generated ntangible assel ansing from the Group's product development is recogrised only if all of the following conditions are met
* an asset s craated that can be dentified (such as a new device or software),
= the project from which the asset anses meets the Group's critena for assessing technical teasibdity,
*1is probable that the assel created wall generate future economic benefits, and
« tha development cost of the asse! can be measured reliably

Internally generated mtangible assets are amortised on a straight ina basis over ther usefullives Where nonternally generated intangible asset can
be recogrused, development expenditure 1s recognised as an expense in the penod in which it s incurred

Impaiment of tangible and intang ble assets excluding goodwill

At sach balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assats to determine whether there s any indication
that those assets have suffered animpairment foss It any such indication exsts, the recoverable amount of the asset Is estimated norder 1©
determne tha extent of the imparment loss it any) Where the asset does not generate cash flows thatare independent from other assets, the Group
astimates the recoverable amount of the cash-ganeraling unit to which the asset belongs An intangible asset with an indefinite usetul ie s tested for
imparrment annually and whenever there 1s anindicatton that the asset may be mpared

Recoverable amount 5 the higher of tasr value less costs to sell and value inuse Inassessing valuenuse, the estimated tuture cash flows are
discounted to therr present values using a pre-tax discount rate that reflects current market assessments of the ime vaiue of money and the nsks
spociic to the assat for which the estimates of {uture cash flows have not been adjusted

[t the recoverable amount of an assat (or cash-generating unit) 1s estimated 1o be less thanits carrying amount, the carrying amount of the asset
{cash-gensrating unit)is reduced to its recoverable amount Animpanment loss Isrecognised as an expense mmediately

Where animpaimsnt loss subsequently reverses, the carmying amount of the asset {cash-generating umi)is increased to the revised estimate
of i1s recoverable amount, but so that tha increased carmying amount does not exceed the camying amount that would have been determuned
had normparrment loss been recognisad for the assel {cash-generating unit)n pnor years A reversal of animparment ioss 1s recogrised as
ncome iImmediately

Inventones

Invantones are stated al the lower of cost and net realisable value Cost comprises direct matenals and, where appicable, those overheads that
have beenincurred in bringing the Inventones 1o therr present lacation and condition Costis calculated using the FIFOmethod Netreatisable value
represantsthe estimated selling pnce less all estimated costs of completion and costs 1o be incurred in marketing, seling and distnbubon

Financial instruments
Financial assets and financial liabilities are recogrised on the Group's balance sheetwhen the Group becomes a party to the-contractual provisions
of the instrument

Trade recaivablas
Trade recevables do not carry any interest and are stated at therr (arr value as reduced by approprniate allowances for estumatad
rrecoverable amounts

investments
Investments arerecognised and derecogrised ona trade date where apurchase or sale of annvestment s under acontract whose lenms require
delivery of the nvestment within the timeframe established by the market concerned, and aramnitially measured at cost, ncluding transaction Costs

Investments consist of money market deposits 1 USD, GBP, Euros and Indian Rupees Interestincomes recorded as it accrues over the penod
ol theinvestmnent at rates fixed at the tma of Inception

Cash and cash equivalents
Cash and cash equvalents compnse cash on harw and demand deposis
Financial habihtias and equrly - -

Financial kabiities and equity nstruments are classified according to the substance of the contractual arrangements entered inio
An equityinstrument is any contract that ewdences a residual interest in the assets of the Group after deducting al of its liabities

Trade payables
Trade payables are not mterest beanng and are stated at ther far value

Equity instruments
Equity instruments issued by the Comparny are recorded at the proceeds received, net of direct issue costs

Denvalive financialinstruments and hedge accounting
The Group's actmvities expose it pnmanly to the financial nsks of changes in toreign currency exchange rates The Group uses foreign exchange
torward coniracts io hedge these exposures Tha Group does not use denvative financial nstruments for speculative purposes

The use of financial denvatives 1s govarnad by the Group's potcies approved by the board ol drectors, which provdes written panciples
on theuse of financial denvatives The Group hedges forecast GBP expenditure for the followang 11 10 15months




2 Accounting policies (contmued)

Financial instruments {continued}

Denvatwve financiatinstruments are nally recorded at cost and are remeasured to fair value at subsequent reporting dates Changesinthe far
value of denvative financial nstrurnents that are designated and effective as cash flow hedges are recognised directly inequity and the inefiective
portion s recogrused immediately in the ncome staterment 1f the cash flow hedge of a firm commitment or forecasted transactionresulis in the
recognition of an asset or kability, then, at the trme the asset or babiiity 1s recognised, thaassociated gains or losses on the denvative that had
previcusly been recogrised In equity are ncluded in the inal measurement of the asset or iabilty For hedges that do not resultin the recognition

of an assat or a labiity, amounts deferred inequity are recognised in the Income statement in the same penod in which the hedged firm cormmitment
or forecasted transaction affects net profit orloss

Changes i the farr value of denvative financal instruments that do not qualify for hedge accounting are recognised in the income staterment
asthey anse '

Hedge accounting is discontinued when the hedging Instrurment expires or 15 s0ld, terminated, or exercised, of No longer qualfies for hedge
accounting Ita hedged transaction s nolonger expected 10 occur, the net cumutative gam or loss recognised inequity is transferred 1o net profit
or loss for the penod

Provisians
Provisions for warranty and retums costs are recogrused at the date of sale of the relevant products, at the directors’ best estimats of the expenditure
required 1o setile the Group's hatulity

Provision 1s made for ongrous contracts at the far value of the minimum unavoidable lease payments

Share-based payment
The Group has apphed the requirements of IFRS 2 Share-Based Payment In accordance with the transtional provisions, IFAS 2 has been applied
to all grants of equity nstrumants after 7 Novernber 2002 that were unvested as of 1 January 2035

The Group 1ssues equity-settied share-based payrents to certain employees, including share options with non-market based vesting condivons
Equity settlad share-based payments are measured at the fair value al the date of grant The farr value determined al the grani date of the
equity-settied share-based payments s expensed on a straighl-ine basis over the vesting penod, based onthe Group's estimate of shares that
will evontually vest

Far value 1s measured by use of a Black-Scholes model for the majonty of share options missue The expected Iife usad in the model has been
adjusted, based on management's best estimate, for the effects of non-transterablity, exercise restactions, and behavioural considerations

For certain share optians which include TSR related condiions, the farr value is estimated throughthe use ofa Monte-Carlo simulation

3 Cntical accounting judgements and key sources of astmationuncertainty
The key assumptions conceming the future and other key sources of estimation uncertanty at the balance sheet data, that have a signficant
nsk of causing matenal adjustment to the carnying amounts of assets and liabtities within the naxt financial year are discussed below

inventory valuation

Inventones are stated at the lower of cost and net realisable value Prowsions for excess or cbsolete nventory are recorded based upon assumplions
about futura demand and market condiions If actual market conditions are less tavourable than those projectsd by management, additronal
inventory provisions may ba required The carrying amount of inventory at 28 December 2006 was $106 5 million (2005 $69 7 milton}

Impairment of goodwill

The Group determines whether goodwall lsimpaired on atleast an annual basis Ths requires an estimation of the vahus in use of the cagh-gsnerating
units 1o which the goodwillis allocated Estimating the value in use requres the Group to make an esimate of the expected luture cash flows from the
cash-generating unit and also to choose a suitable discount rate n order to calculate the present value ot those cash flows Thecarrying amount of
the goodwall at 29 Decerber 2006 was $52 0 milion (2005 $52 7 miltion)

Provisions

Determenung the level of provision required for returns and warranty claims, requires management 10 review the histong levels of usage whilst
considenng the growth.n the business and other changes which have occurredin the manutactunng cycle The camying amount of the provision
at 29 December 2006 was $4 1 mulkon (2005 $3 9rtlillion) -

4 Revenue
2006 2005
$000 $ 000
Saleof goods 700,982 479,281
Rovalties 3,713 7,250
704,695 486,531
Invesiment NCome 6,106 3,213
710,801 489,744

Investrment mcome s nterest on bank deposits
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5Busmess and geographical segments
Pnmary reportmg format— Business segments

The Group has one class of business, being the design and markeing of single chipradio devices Al information disclosable under IAS 14
1s shown within the consohdated financial statements and the associated notes, these disclosures are not repeated below

Secondary reporting format — Geographical segments

The Group's operations are located in Europe, the USAand Asia The head office 1s iocated in Europe and the manufactunng operations
argcentred IN Asia

The followng table provides an analysis of the Group's sates by gecgraphical market, respective of the ongin of the goods and senaces

Sales reverue by

Qeographealmarket

2008 2005

$ 000 $ 000

Curope . L - 52804 54095
USA _ e e _ e .. 57986 22738
Asia §73,415 397,594
Other 10,490 12,104
704,695 485,531

The following 1S an analysis of the carmying amount of segment assets, and additions to property, plant and equipment and ntangible assets,
analysed by the geographical area n which the assels arelocaied

Camyng amouni of Adctons Lo property plant

SOCFIGT BEIEAS ad saupment and

mangDio saets

2008 2005 2006 2005

5000 $000 $ 000 $ Q00

Eurcpe 376,583 275,168 28,965 25,120
USA 24,934 16,810 886 277
Asa it e e e e 4837 (15085 20871367
Other {245) 244 - -
402_2'09 277,037 50,722 25,784

From January 2007, CSR reocrgarused into two business segments  As a result, CSR will repart segmental nformationin the financial statements
inraspect of the two business segments dunng 2007 The two business segmentsare Celldar, whichincludes mobile phones and headsets
and Non Cellular, which includes PC, Autormctive and Consumer Applications

6 Profitfor the period
Profit for the penod has been arrved at after charging (crediting)
2006 2005
$000 $000
Net foreign exchange {gans} losses (618) 6486
Research and development costs 109,313 60,340
Government grants - (1
Depreciation of property, plant and eguipment 11,183 4,991
Amortisahon of Intangible assets 8,481 4817
Staff costs {see note 7) 94,887 56,504
Audrtors' remuneration for audit services (see below) - 319 6"
Deferred tax adjustrnent to goodwill {seenote 11) 745 -

Amounts payable to Deloitte & Touche LLP and theur associates by the Compary and ts UK subsidiary undertalangs in respect of non-audni serces
were $215,000 (2005 $408,000)




6 Profitfor the penod [continued)
Amore detaled analysis of audtors' remuneration on a worldwide basis s provided below

2008 2005
$ 000 $ 000
Fees payable to the Company's auditors for the audit of the Company's annual accounts 85 86
The audit of the Company's subsidianes pursuant to legistation 234 220
Total audit fees 319 306
Other servicespursyantilegslaton - —_ _ —— . _ 34 . ..35
Comoratefinanceserices | | _ . | ol T 55
Tax services
—tax comphance 57 77
- tax advisory 124 291
Tolalnon-awdit fees 215 408
Fees for corporate fnance services prancipally compnse amounts payable 1o the auditors for due diigence on (he acquisition
of Clarty Technologies Inc in March 2005
A descnption of the work of the Audit Committee 1s set out in the Corporate Governance report on page 4 1 and includas an explanation
of how auditor objactmty and independence s safeguarded when non-autht services are prowded by the audnors
Sgndficant non-audit serices require pre-approval by the Audit Commitiee
7 Staft costs
The average monthly number of employees (including executive diractors) was
2006 2005
Numbor Numbor
Researchanddevelopment e e o R - < ) D ¢ <
Salesandmarketng o N [ - - S I }
Ganeral and admunistrative 91 55
816 489
$000 $000
Theraggregateremunerationcompnsed L .. L ___ __. __.
Salanes ' 76,151 45,532
Social secunty casts 6,553 4,807
Other pension costs 4,347 2,757
Shara option charges (note 27) 7,836 2,408
94,887 56,504
Details of drectors’ rermuneraton are given i the drectors’ remuneration repornt
8Finance costs
2006 2005
$000 5 000
Interest expenseand simiar charges - 207 213
Foregn exchange losses 4g7 570
Finance costs 704 784
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9 Taxation
2006 2005
5000 $ 00
Currentincoms tax payabie for the year 32,802 10,372
Currentincome tax benefit recognised in equity (note 23) 6,302 14,468
Currenfincome tax charge 38.904 24,840
Adstment inrespect of current income tax of prior years 2514 {408)
Total current ncome tax charge 41818 24,432
Deferred tax charge 3,860 6,778
Adjustment n respect of deferred tax of prior years {2.478) -
Tolal deferred tax charge {note 18} 1,382 6.778
Totaltax charge 43,200 31,210
Corporation tax s calculated at 30% (2005 30%) of the estimated assessable profit for tha year
Taxation for other junsdictions 1s calculated at the rates prevalling in the respective junsdichons
The chargetor the year can be reconciled to the profit per the income statement as follows
2000 2008 2005 2005
$000 % $000 %
Protit before tax 154,397 100 0 114,266 1000
Tax at the UK corporation tax rate of 30% (2005 J0%) 46,319 300 34,310 300
Taxbenefit of addiional speafictaxrelets . (4,220 @7, . {2845 _ _ _ (26
Tax effect of utihsation of tax losses not premusty recogmsed ) . . _ - - (268) _ 03
Eflect of different tax rates of subsidianes operating inother [unsdlcuons 409 03 (155) 01
Adustmerts o tax charge inrespect of prior years 436 03 [408) {0 4)
Nondeductibleaxpenses | e e e e L2855 L T e e =
Tax lossas not utihised 11 - " 676 06
Tax expense and effectve tax rate for the penod 43,200 280 31,210 273
10 Earnings per share
The calculations of earnings per shara are based on the following data
Earnings 2006 2005
$000 $000
Earnings for the financial penod 111,197 83,156
Number of shares
Number of sheves  Number of shans
Waeighted average number of shares o _
For basic earmngs per share 129,513,071 124,190,594

Eftect of diutive potential ordinary shangs — share aplions

6318171 9,414,582

For diuted earnings per share

135,832,242 133,605,176

11 Goodwill

$ 00
Costand carrying amoum
At31 December 2005 52,6697
Adjustment for recogniion ol deferred tax asset (745)
At 29 December 2006 51,952

Goodwill acquered in 2 business combuinationis allocated, at acquisition, to the single cash-generating unit

The Group tests goodwil annually tor impairment or moee frequentlyif there are indications that googwill might be impaired

The recoverable amount of the cash-generating unitis determined from a value Inuse calculation The key assumptions for the value nuse
calculations are those regarding the discount rates, growthrates and expected changes to selling pnces and direct costs during the penod
Management estmates discounl rates using pre-tax rates that reflect current market assessments of the fime value of money and the nsks specific
totheGroup Changes in seling pnces and direct costs are based on past practices and expectations of future changes in the market




11 Goodwill [continued)

Tha calculation has been basad on the most recent cash figw forecasts lor the next 3 years which have been approved by management

The rate used to discount the forecast cashflows s 11%

At the time of the acquisthions in 2005 the acquired enbiies included brought forward tax losses These were not recognised at the time of the
acquisiion asit was not consdered probable that taxable profit would be available against which these tosses coutd be utiised Dunng 2008,
adeferred tax asset has been recognised for some of these losses and, n accordance withIFRS 3, an equivalent adjustment has been made to goodwill

The chargeof $745,000 was included in administrative expenses

12 Other intangible assets

Puthased nprocess Customir contrects Astatznthe
reseath and and Sohkwar course of
Gevalopmont rekabonships hoBnces consuchon Toual
$ 000 $ 000 3000 $000 $ 0c0

Comt  _ _ __ __ . ) el
At 1 January 2005 - - 10,293 384 10,677
Addiicns - - 8,241 246 8,487
Acquredonacquesionofsubsidianes . 0 13,400 __2,000 2677 - 18,077
Disposals _ . ) - - 33 . - 33
Translers = - 473 473) -
At 30 December 2005 13,400 2,000 21,651 157 37,208
Addions . R M= 5823 . - ____1'6823
Disposals_ . _ _ . .- - (3,467 _ - (3.467)
Transters - - 157 {157) -
Al 29 December 2006 13,400 2,000 34.964 - 50,364
Amortisaton _ | __ . o ... e e e .
At 1 January 2005 - - 4,327 - 4327
Charge for the year 546 369 3.902 = 4817
Acquired on acquistionof subsidianes o T 7. o___.2583 o~ ___ _2589
Disposals - - {33} - {33)
At30 Decernber 2005 546 368 10,785 - 11,700
Chargefor the year 1,394 667 6,420 - 8,481
Drsposals - - {1.503) - (1,503)
At 20 December 2006 1,940 1,036 15,702 - 18,678
Carrying amount
At 29 December 2006 11,460 964 19,262 — 31,686
At 30 December 2005 12,854 1,631 10,866 157 25,508
Leased assetsincluded above
Carmying amount
AL 29 December 2006 - - 8,108 - 8,108
At 30 December 2005 - - 6.866 ~ 6,856

Amorisation of intangible fixed assets s included within *Research and development’ and 'Adminsstrative expenses’ in the mcoma statement
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13 Property, plant and equtpment

Assatsnthe
Test Laasanold Fumgure Cormputer Oce courseol
ocupmen mprovaments andfings ocumant equpment consinucton Towal
$ 000 § 000 3 000 $000 $000 $000 S0

Cost
Al 1 January 2005 5,157 1,022 760 5,388 693 125 14,145
Additons 9,764 1,545 935 4,670 3a3 - 17,297
Oisposals - (180) (226} {1.105) {82) - (1.593)
Transfers - - - 125 - {125) -
Acquirad on acquisition of subsidianes 9,313 374 121 5,349 547 - 16.704
At 30 December 2005 25,234 2,761 1,590 15,427 1,841 - 46,553
Additions 24,680 1,043 2,110 5313 953 - 34.089
Orsposats 77) i211) (i1 (424) (121) - (948)
At 29 Decembar 2006 45,837 3.593 3,585 20,316 2,373 - 79.704
Depreciaton = _ —— e e e i e e e e e
At 1 January 2005 3,383 63 504 3,190 $30 - 7,670
Chargator the year 2,439 258 316 1.906 72 - 4,991
Dxsposals - (180) {217) {1.031} {78 - {1,506)
Acqured on acquisihon of subsidianes 7,531 281 71 4,505 469 - 12,857
A1 30 December 2005 13,353 422 674 8,570 993 - 24,012
Charge for the year 4.950 612 754 4619 248 - 11,183
Disposals 77} {211) {115} {424) {118 - (945)
At 29 December 2006 18,226 823 1,313 12,765 1,123 - 34,250
Carmying amount
Al 29 Dscamber 2006 31,611 2,770 2,272 7,551 1,250 - 45,454
At 30 December 2005 11,881 2.339 916 6,857 548 - 22,541
Leased assels included above
Carrymg amount
A1 29 December 2006 - - - 558 9 - 567
A1 30 Decernber 2005 - - - 863 47 - 910

14 Subsidianes

Alist of the significant mvestments in subsidianes, including the name, country of ncorparabion, proportion of ownership interest s given nnote 33
to the Company's separate financial statements

15 Inventories
2006 2005
5000 $000
Raw matenals 51,246 28,272
Workin progress 12,143 24,092
Finished goods -~ - 43,081 17,308
106,470 69,672




16 Other financial assets
Trade and other receivables

2006 2005
$ 000 $000

Trade recervables B7.246 62,540
Corporation tax - 18
VAT 1,098 1,716
Other debtors 8,330 5,623
Prapayments and accrued income 5,148 4,390
101,822 75,287

The average credit penod taken on trade recewvables ts 45 days {2005 42 days) An allowance has been made for estimated imecoverable amounts
within trade recevables of $92,000 (2005 $162,000) This alowance has been determined by reference to past defaufl expenenca

The directors consicer that the carnyng amount of trade and other recevables approxamates to their fawr value

Cash and cash equivalents
Bank batances and cash compnsa cash held by the Group and short term bank depostts with an onginal matunty of three months orless
Tha carrpng amount of these assets approximates therr fair value

Treasury deposits
Traasury deposits represent bank deposits with an onginal matunty of over three months

Credit nsk
The Group's pnncipal financial assets are bank balances and cash. treasury deposits and trade and other recervables

ThaGroup's credit nskis pnmarnty atinbutable to its traderecevables The amounts presented i the balance sheet are net of allowances
tor doubtiulrecenvables

The cradit nsk on quid funds and denvatve financal nstrumenta s kmited because the counterparties are banks with high credil-ratings assigned
by international credit-rating agencies

The Group has no sigruicant concentration of credil sk, with exposure spread over a number of counterpanies and customers

interest rate nsk
The Group has no direct expasure 10 fuctuanons of mierest rates other than those on interest-beanng balances The majonty of cash balances
are hetd al fixed rates of interast

17 Denivative financlal mstruments
Currency denvatives
The Group utiises curency denvatwves 1o hedge significant future transactions and cash flows Thanstruments purchased are denominated in GBP

At the balance sheet date, the total notional amount of outstanding lorward loresgn exchange contracts that the Group has comanitted 1s as befow

2006 2005
$ 000 $000
Forward foresgn exchanga coniracts 89,441 87,791

These arrangements are designed to address s:ignificant exchange expasures for the next 12 menths (2005 14 months) and are renewed
on a revoivng basis to cover between 11 and 15 months forward

At the balance sheel date, the far value of the Group’s curency dervatives 1s shown below

2006 2005
$ 000 $000
Forward foresgn exchange contracts 4,522 (3.828)

These amounts are based on market values of equivalent instruments at the balance sheet data The far value of currency dervatives that
are designatedand effectva as cash flow hedges amounting 10 $4,522,000{2005 habity $3,828,000) has besn deferred in equity

Amounts ol $1,775,000(2005 $590,000) and $288,000 (2005 $121,000) respeciively have been transferred to the income statement
and fixed assets in respect of contracts matured in the penod
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18 Deferrod tax asset
Acceloralac lax Sham hased  Faw value adustments Other temporary
deprocabon paymont onacqusthon Tax Iptseq differences Towl
$ 000 $ 000 $000 $000 $000 $000
Al 1 January 2005 {1,393) 83 - 7.323 2,099 8,112
(Charge) credit to ncome {2,597} 362 274 7.033) 2,233 {6,761)
Credi to equity - 21,282 - - ~ 21,282
Acquistion of subsidianes - - {4,479) - - {4,479)
Exchange differences — - - - (17} n
A1 30 December 2005 (3.990) 21,727 {4,205) 290 4,315 18,137
{Charge) credittoincome (6.517) 1,653 618 2,478 386 (1.382)
{Charge) credit 1o aquity - (6,004 - 600 - (5,404)
Exchange differences - - - - 4] (1)
At 29 December 2006 {10,507} 17,376 (3.587) 3,368 4700 11,350

Al the balance sheet date, the Group has unused tax losses of $86,100,000(2005 $58,700,000) available for oftset aganst future profits A deferred
1ax asset has een recognised Inrespect of $9,600,000 (2005 $850,000) of such losses No deferred tax asset has been racognisad in respect of
the remaining $76,500,000(2005 $58,850,000) dus to the unpredictability of future profit streams within certain subsickary entities Included in
unrecogrised tax losses are losses of $36,400,000 (2005 $22,800,000) that will expire in 18-20 years Other lossesmay be camed forward indefirutely

At 20 Decembar 2006 there were no recognised or unrecognised deterred tax kabilies {2005 $niljfor taxes that wouid be payable on the unrermitied
earrungs of cenain of the Group's subsidianes, as the Group has no hablity to addtonal taxation should such amounts be remitted due o the
avatability of double taxahon reliet

18 Obhigatons under finance leases

Present visua ol
Mo T

loasa payments loase peyments
2008 2006 2008 2005
$000 $000 $ 00 $ 000

Amounts payable under finance leases

Withi one year — 8385 _ 381 3384 3806
tn the second tofifth years inclusive 3,234 1.985 3,233 1,879
6,619 5,788 6,617 5785
Less fuiure finance charges 4 11 - -
Present valua ol lease obiigations 6,617 5,785 6,617 5,785
Lass Amount due for settiement wathin 12 months {shown under current iabilibes) (3.384) (3,806)
Armount dua tor settlement after 12 months 3.233 1,979

i1 the Group's policy 1o lease cenainof its equipment undler finance leases and purchase certam software bcences under agreements contaning
detested payment terms The average lsase termis 2 4 years interest rates are fixed at the contract date, all of the agrearnants contaning deferred
payment terms are nterest free For the penod ended 29 December 2006, the average eflectve borrowing rate was 0 01% (2005 0 07%)
Allleases are on a fixed repayment basis and no arrangements have been entered into for contingent rental payments

The far value of the Group's lease obligations approximates thetr carryng amount
Tha Group's obligatons under finance leases are secured by the lessors’ nght over the leased assets




20 Trade and other payables

2008 2005
$ 000 $000
Trade crediors 34,538 67,839
Other taxation and sockd secunty 2377 2,064
Other creditors 4,232 1,827
Accruals and deferred ncome 23,654 23,860
64,801 95,590
Trade creditors and accruals pnnaipally comprise amounts outstanding for trade purchases and ongoing costs
The average credit penod taken for trade purchases s 57 days {2005 62 days)
The directors consider 1hat the camying ameunt of trade and other payables approximates tharr fair value
21 Prowisions for habitittes and charges
Returns.
Onemus lease andwarrghty
ProwsIon PIOVSION Total
$000 $000 5000
At31December 2005 - . ol . B _ 156 3800 __ 4056
Charged to profit and loss account - 1,498 1,498
Utilised in year {156) {1,298) {1,454)
Al 29 December 2006 - 4,100 4,100

Onerous lease provision
The Group prowdes for the discounted anticipated costs of satisfying the terms of any onerous leases, less any anticipated income
from sublething the buldings

Reaturns and warranty provision
The Group provides for the anticipated costs associated with returns under standard warranty terms It is anticpated that the provision wilt
be used over two years

22 Called-up share capital

Company
Authonsed sharercapital
2008 2006
£000 £ 000
185,000,000 Ordinary Shares of £0 001 each -equity 185 185
Allotted, catled-up and fully pad
2006 2005
$ 000 $ 000
130,206,208 (2005 127,879,155) Ordinary Shares of £0 001 each - equity 232 228
Changes to share capital
Equity shares* - -

2,327,053 Crdinary Shares were 1ssued from employee option exercises between 31 December 2005 and 28 December 2006 Consideration was
$2.954,067, at apremium of $2,949,847

The Company has one class of ordinary shares which carry no nght to fixed income
There are 7,500 deferred shares of £0 00067 each Thesashares have nonghts
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22 Called-up share capital (continued)
The following options and share awards over Ordinary Shares of £0 001 have been granted and were outstanding at the end of the year

Number of
MO Eutect I Extrase pnco
Grant date oplon oF 6hare award pev sham © Vasing panod
1 Apnl 1999 164,836 000333 Sysars
17 August 1999-25 November 1999 801,800 0 05367 Syears
24 January 2000 to 19 February 2000 49,400 015633 Syears
21 February 2000 - 23 October 2000 _ . _ . 628,920 050333 Syears
300ctober 20009 September2002_ .. .. 685170 238500  OSyears
30 Septernber 2002~ 10 Novernber 2003 507,711 1 01000 Syears
18 Novermnber 2003 - 2 February 2004 390,865 1 02500 Syears
26February2004 . ___ e e ...883700 235000 __  3years
26February2004 0 ___  ___ . . . .. __ 172015 235000 __ 3years’
26 February 2004 214,900 2 00000 Jyears
26 February 2004 607,985 2 00000 Jyears’
TMay2004 . _ .. . . e et e emmm e o _ 490747 __ 188000 3yeary’
30June2004 el . . _ 25000 402000 _ 3years
30 September 2004 125,103 2 89400 3years’
30 Septamber 2004 35,000 3 62500 3years’
29March2005 = _ o o o 92,313 306000 _ _ 3years’
4 Apn) 2005 _ . . . 28.358 335000 _ _3yeard
5 May 2005 488,050 321000 Jyearg’
S May 2005 211,400 000100 3years
SMay2005 __ . .. _ ... e ... _ 320700 000100_ _ 3years’
tNovember2005  _ ____ _ _ _ _ _ . . - L. .. 264454 452870 3yeary
15 Decernber 2005 22,557 000100 3yoars'
15 December 2005 100,000 000100 Syears
15December2005 | . ___._ __.o_._ _.__ ___ _____. . 45114 _ 893000 3years’
WMarch2006 L .. . .. ... . ... ._18805 __ 000100 _ _ 3yeas'
1 March 2006 45,718 9 05000 dyears
1 March 2006 119,528 9 93000 Jyears?
J1March2006 . i ______ _b635 7 81070 dyears’
03May2006 __ . o _ 1393) _ _ 129200 __ _3years
25 May 2006 253,950 124100 Jyears!
25May 2006 502,560 000100 Jyears'
25 May 2006 641,040 124100 Syears
25May 2006 69.560 000100 dyears
1 June 2006 27098 13 7900 3years’
1 June 2006 13.549 000100 Jyears'
2 August 2008 30,287 110867 Syears
1 September 2006 32,002 11,5000 3years’
1 Septermber 2006 16,001 000100 Jyears'
1 November 2006 43,257 G 08800 Jyears®
15 November 2006 137,583 5 27000 5Syears
- - 9,225,832

1 Thess optons have vasting conckbons basad on the Company’s peromanca a0ans! Comaanator Comparns based on TSH ranlangs over 1he vasing panod
2 Thess 0phans hava vesiing condidons bisiod on EPS prowth gvar the vesang ponoed
3 Thosa cplons hove bean ssed as pen of the Comparny 8 SAYE scherme

Exercise penod Vested options and share awards are-exercisable within ten years from the grant date, SAYE options are exercisable within
6 months of the vesting date




23 Reserves

Share Capetal Shore-basexd

PRRrTRIm medemplon Morper Hedgrng payment Rataned
acoount resoneg aseve rasene resanve aamngs Towd
$ 000 3000 $ 000 $ 000 $000 $ 000 $ 000
At 31 December 2005 81,161 950 61,574 (2,181) 3.167 132,138 276,809
Share ssues 2,950 - - - - - 2950
Share-based payment . - - - - 7,836 - 7836
Deferred tax kabiity on share option gains and tax losses e _= S S S - _ {5404} (5404
Current tax benefit taken directly to equity - - - (1,886) - 8,188 6,302
Gainon cash flow hedges - = - 8,350 - - 8350
Transferred o ncome statementinrespectofcashfiowhedges - ___- - _(@06)_____ -~ ___- (2069
Retaned profit for the year - - - - - 111,197 111,197
At 29 Decamber 2006 84111 50 61,574 2,220 11,003 246,119 405,977

The share premium account and the capital redemption reserve are not distnbutable The merger reserve arose on the combmation of CSA pic
and Cambridge Siticon Radio Limited

24 Nates to the cash flow statement

2006 2005
$000 $ 000
Operating profitfrom continuing operations . _ ) ) 148,995 _ 111,936
AUSIMeNtSIOr o
Depreciation of propenty, plant and equipment o . L [ 19 - < T B,
Amortisatton of ntangible assets 8,481 4,817
Defterrad tax transfer to goodwill 745 -
Lossongisposal ol property, antendequipment - L . < A 87
Lossondisposalolintangbla assets e e e amm - C el e e e e - _— 24 -
Shara related charges 7,836 2,408
InCreasa In provisions 172 104
Operating cashflowsbefore movementsinworkingcaptal I 171438 124343
Increasa ininventones (36,788} {39,584)
Increase inrecevables (28.684) (35,553)
{Decrease)ncrease in payables {2B.478) 54,078
Cash generated by operations . ..B3479 103284
Forexntaxes pad 212 (131}
Corporationtax (17,461) {7,971}
Interest pad (207) (213}
Net cash from operating activities 65,499 94,069

Addtions to software kcences dunng the year amounting to $7,529,000 were purchased under staged payment plans

Software tcences with a net book vatue of $1,504 000 were dispesed dunng the year of which $1,480,000 was held under a staged payment plan
wiuch wasc'gncelled

Cash and cash equvalents (which are presented as a single class of assel on the face of the balance sheet) comprisa cash at bank and ather short
termhighly iguid investments with a matunty of three months or less

25 Allaged patentinfnngement

CSRwas alerted 1o acomplaint fled by the Washingion Research Foundabon in the Federal Court of Seattle, Washmgton aleging patent infingerment
agamst four companies Matsushita, Panasonic, Nokaa and Samsung The complantrefersto cestainU S patents owned by the Unversity of Washington
clamed to be refevant to Bluetoothchips CSR believes the suitis without mentin refation to CSH's Bluetoothchips CGSR will defend its products
wgorously and, 1o this end, moved to intervene in the legal action on 30 January 2007
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26 Operating lease arrangemaents

2006 2005
$000 $ 000
Mirimum lease payments under operating leases recogrised in the income statement for the year 4,662 1.721

At the balance shest date, the Group had outstanding commitments for future mrumurm lease payments under non-cancellable operating leases, which
falldua asfollows

2006 2005

$000 $000

Within one year 5,901 2,768
Inthesecondtofthyearsinclusve ___ __ _ _ | . e el ... 13078 8772
After five years 4,799 5413
26,278 16,953

Operating lease payments represent rentals payabie by the Group for certain ol its office properties and office equpment Leases ars negotiated
tor an average term of 3 80 years and rentals are fixed for an average of 3 B0 years

27 Share-based payments
CSA plc has grants and awards n the following Share Schemes which result m charges to the Income Statement

Global share option scheme

The Company has a share option scheme for all employees of the Group, under which share options weressued prior to flotation, at apnce based
on tha most recent private funding round Allemployees were granted options onjoining CSR These oplions have a vesting perod of 5 years,

wrth 20% of oplions vesting 1 year after grant, then the remainder vesting in squal quarterty instaiments over the rematning 4 years Other options
{naddition 1o those related to employees joring) were also granted under this scheme  Inall casas if the options remain unexercised after a penod
of 10years fromthe date of grant, the options expire Optons are forferted f 1he employee leaves the Group bafore the options vest No grants have
beenmada under this schema since flotation

Company Share Option Flan (CSOF})
The Company introduced a new scheme at fiotation called the CSR plc Share Option Plan The followsng grants have beenmade under the schems

Flotation grant

Onthe Company's fiotation in February 2004, the Company issuad share options to all employees, ata pnce based on the share pnce on the day
of flotation The vesting penodis Ayears If the options remain unexercised after a penod of 10 years from the date of grant, the options expire
Options are forfeited d the employea leaves the Group before the options vest

Performance grants

On the Company's flotation m February 2004, and in May 2005, May 2006 and certain other dates (relating to employees joining) the Company
1ssued share options at a pnce based on the average share pnce over the preceding three days  The vesting penod of these grants is 3 years and
vastingis dependent meeting certain EPS based performance concitions If the options remain unexercised after a penod of 10 years from the
date of grant, the oplions expire Options are forfeited if the employes leaves the Group before the options vest

Starter grants

The Comparny grants 0pions 1o new starters to assistinrecrutment Options are exercisable at a pnce equal to the average share pnceon the
three days preceding the grant date or theummediately preceding dealing day The vesting penod of the 0ptions 1s over a period of five years with
40% vesting after two yearsand 5% vesting each quarter thereatter Grants are forferted if the employee leaves the Group before the options vest
The Company has alsoissued starter grants to semor employees that vest after three years

CSR Share Award Plan

InMay 2005, following approval of shareholders at the 2005 Annual General Meeting, the Company introduced the CSRple Share Award Plan,
which allows for options to be granted lor exercise at a future date at a pnce equivalent Lo the nominal value of the Company's shares of £0 001
The following awards have been made -

Retention Awards

The Company Issues certan employees with nghts to purchase shares at nominal value {£0 001} as a method of staff retention The vesting penod
of these share awards 1s 3years Il the share awards reman unexarcised after a penod of 10 yearsirorn the date of grart, the awards exprre
Awards are forferited f the employee leaves the Group before the options vest

Parformance Awards

The Company issues certam employees with nghis to purchase shares at norminal valus (£0 001} as a method of staff ncentvisation The vesting
penod of thesa share awards 183 years The vesting of the awards is also subject to the Comparty satisiying two performance condibions The first s
the Total Sharehokder Return of the Company's shares when compared 10 a basket of companies selected at the tme anaward s first granted
Incrder for the shares Lo vest, the Company must have met or exceeded certain TSR thresholds compared wath the TSR performance of the basket
of other companies In the event the Company satisfies any one of the TRS thresholds, the Remuneration Committee then considers the extent

of any improvemnent in the undertying financial performance of the Companty




27 Share-based payments (continued)

SAYE Schemes

The Company operates a SAYE scheme, whereby employees are allowed to subscribe toa monthly savings amount for a penod of 3 years, at the end
of the three year penod, the employee is allowed to either receive ther saved amount plus interest or purchase shares nthe Company at a pnce based
on the average share pnce on the three days prar or the immediately preceding dealing day to each contractimvitation date, discounted by 20%

This scheme ts open to altemployees subject to inland Revenue approved imits on total Investment, and irnvitabons are 1ssued every six months
Employees have a period of sixmonths following the conclusion of each contract to exercise ther option to purchase shares

Share options outstanding
Details of the share options outstanding dunng the year are as follows
2008 2005
Numbor of EDOEFCISA PRCE Mumber of BXErTiso pNCe
shareoptons [12] sherg gptions ©
Quistandmngatbegnningolpenod . ... ... . 96B00St 142 13767865 085
Granted dunng the panod 2,142,882 755 1,790,335 227
Forlaited during the period {250,028) 051 {120,805) 099
Exerciseddunngthepenod = | o o _ . (2327059 _ 070 __ (5777344 ___033
Ouistanding at theend otthepencd _ _ } 9225832 296 _ 966005V ___ 142
Exercisable at the end of the penod 2,964,894 088 4,625,634 Q67

The weighted avarage share price ai the date of exercise for share options exeroised dunng the penod was £11 33 The options outstanding at

29 December 2006 had a weighted average exercise pnce of £2 96, and aweighted average reman:ng contraciual ifaol6years In 2006, options
waere granted on 1 Mazch, 31 March, 3 May, 25May, 1.June, 2 August. 1 Sepiember, 1 November and 15 November The aggregate estmated far
value of the options granted on those dates s $22,296,000 The waghted average fair value of these options was $10 40 1n 2005, options ware
granted on 29March, 4 Apri, 5May, 1 November and 15 December The aggregate estmated far value of the options granted onthose dates

s $7.575.000 Theweghted average far value of these optons was 34 23

The far values of the share option and share award grants were based onthe following Inputs

SAYE Schemes
The inputs to the Black-Scholes modet are as follows

2008 2005
Waghtedaveragesharepnce(® . _ _ ________ 785-1200_ __383-566
Weghtedaverageexercsepnce®)__ _ _ _ _____ _ __ ___ ____781:909 ____  306-453
Expected volatiity 44%-51% 43%
Expectedife dyears dyears
Rusk fres rate e _ 436%-454%_ 435%-4 73%
Expected dvidends % 0%

Expected volatility was determined by catculating the istoncal volatiity of the Group's share pnce over the penod since fiotation
The expected ife used in the model has been adjusted based on management’s best estimate, for the eftects of non-iransferability,
exercise restnctions and behavioural considerations

Company Share Cption Plan {CSOP)
The nputs to the Black-Scholes model are as follows

” 2008, 2005
Weighted average share pnce(f) 1041-1473 321-870
Weighted average exercise prce (£) 999-1378 321-893
Expacied volatiity 44%— 48% 43%—44%
Expected Wl 3-4years 3-4years
Risk frearate 417% -4 52% 430%-473%
Expected dvdends 0% 0%

Expected volatilty was determined by calculating the tustoncal volatiity of the Group's share pce over the pencd since fiotation The expected
Weused in the model has been adjusted based on management s best estmate, for the eflects of non-transiarabdity, exercise restnctons
and behavioural considerations The adjustments for the performance conditions are reflected in the proportion of oplions anucipated to vest
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27 Share-based payments (continued)
Starter Grants
Theinputs to the Black-Scholes madel are as follows

2006 2006
Weighted average share pnce (£) 685-1413 i -
Waeighted average exercise prce (f) _ 627-1292 _ -
Expecied volatibty 44%-54% -
Expected life 3-5years -
Riskfreerate . _ 417% -4 60% -
Expecteddvidends o e e 0% ~

Expected volatiy was determined by cakoulating the histoncal volatity of the Group's share pnce over the penod sinca flotation
The expected ife usedn the model has been adiusted based on management 's best estimate, for the eflects of non-transterability,
axercise rastnctons and behavioural considerations

Retenttion award
The fair value was based uponthe share pace on the date Of grant

Performance Awards

The far value was based upon Monte-Carlo simulation of the performance of the 40 comparator companies included inthe TSR condimons of the
award Following the de-listngof TTP Comdunngthe year, this company was removed from the comparator group n accordance with the provisions
in the Plan nules and will not be replaced

Expected volatiity for gach Company was determined by calculating the histoncal volatity of the indmd ual Company's shara pnce over the longer
of the penod from fiotation and 3 years from the date of grant

Eatly vesting of share aptions

On 15 Decembar 2005, the Remuneration Committee determined that options granted to John Hodgson, then Chie! Exaecutiva Otficer,

couid ba exercised early m conjunction with his retirement, effective 28 February 2006 It was also determined that the performance conditions
applying toeach opions grant would be assessed as at December 2005, which itwas agreed had been satisfied Accordingty, all options granted
under sachof the SR Share Award Plan, the CSR Glabal Shere Option Plan and the CSR plc Share Option Plan vested effective 28 February 2006
The incrernental fair value of $637 000 was expensed over the remaining vesting penod Theincremental far value was measured based uponthe
share pnce at the date of the modification, followang the acceleration of the performance penod

Share option charges
The Group recognised total expenses of $7,838,000{2005 $2,408,000) related to equity-setiled share-based payment Iransactions in 2006
ang 2005 respectivaly




28 Retiremont benefits scheme
The Group operates a defined contnbution retirement benefit scheme for all guatfying employees The assets of the scheme are held separately
from those of the Group infunds under the control of trustees

The total costcharged to income of $4,347 000 represents contnbutions payable to this schema by the Group at rates specified inthe niles
oftheplan Asat 28 December 2006, contnbutions of $894,000 (2005 $468,000) due inrespect of the current reporiing penod had not been
paid overto the schema

29 Events after the balance sheet date

©On 12 January 2007, CSR pic acquued the entire 1ssued share capital of Carmbndge Posthioring Systems Limied for a totalcash consideration
of $35 millon Also on 12 January 2007, CSR plc acquired the enbire issued share capital of NordNav Technologies AB tor an iniial cash
considerationof $40mificn A further cash consideration of up to $35 million may be payable subject to future performance objeclives being
met by NordNav The acquisihons were financed entirely from GSR's existing cash resources

Itis too eary to grve anindication of the goodwill ikely to anse as a result of these acquisitions as the purchase pnce allocationis yet tobe finalised

30 Related party transactions
Transactions between the Company and its subsidianes, which are related parties, have been ehminated on consoldation and are not disciosed
inthis note

Remuneration of key management personnel

The remuneration of the diractors, who are the key managemen! personnel of the Group, 1s set out below in aggregate for each of the categones
speciiiedn IAS 24 Related Party Disclosures Furtherinformation about the remuneration of ndmwdual directors 1s provided n the audited parnt
of the Dwrectors' Remuneration Report on pages 56 to 58

2006 2005

$000 $ 000

Short-term employee benefits 3,338 2,622
Post-employment benefils 318 140
Share-based payment 1,780 777
5.436 3,539

Pursuant to the terms of his service agreement, John Scansbnck (CEQ) has elected for a cash payment equivalent to 20% of s gross salary,

fromwhich tax and other statutory deduchons are made This paymentis in heu of a contribution of 20% of his gross salary to the Group's UK and US

pension plans for the 12 menth period ended 29 Decermber 2006

On 12 January 2007, the Company pa:d John Scansbnck {CEO) $49,477 for 2,388, 188 E shares in Cambndge Postioning Systems Limited as part

of the acquisdion of Cambndge Postioning Systems Limited

On 19 August 2005, the Company paid John Scanisbnek (CEO) $90,038 for 215,164 A shares in UbiNetics (VPT) Limited as part of theacquisition
of UntNetics (VPT) Limited
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Netes 2006 2005
$000 $000
At beginning of penod . 86,445 80,612
Profit for the peniod 95 23
Issueof sharecapnal  _ _ . - 22 2,954 3,402
Shara-based payments 7.836 2,408
Atend of penod 97,330 86.445
COMPANY BALANCE SHEET 29 December 2006
{restatod)
Notes 29Docembar2006 30 Decernber 2005
$ 000 $000
Non-currentassets_
Subsidianes _ 33 61,314 53,478
Current assets R B
Other recevables___ L . 3 . 388 478
Treasury deposis _ 34 30,000 25,000
Cashandcashequwalents 34 65,000 40,716
- - - -- 95,388 66,194
Total assets 156,702 119,672
Current habiities o .
Tracia and other payables a5 59,372 33,227
Net current assets 36,016 32.967
Netassets 97.330 86,445
Equity -
Sharecapital _ _ 22 232 228
Share premium account 23 B4, 111 81,161
Capttalredemplion reserve 23 950 850
Share-based paymant reserve oL 23 11,003 3.167
Retaned earnings 36 1,034 839
Total equity 97,330 B6.445

These financial statements werg approved by the board of directors and authonsed for 1Issue on 21 February 2007

T‘nﬂ\weras nad onits behalf by
d o b

Paul Goodridge
21 February 2007

\ L=

JohnWh
21 Februa

7



COMPANY CASH FLOW STATEMENT For the 52 weeks ended 29 December 2004

Notes 2008 2006
$000 $000
Net cash from operating activities 37 22,497 29,690
investing activities
Intarest raceved 3,799 1,593
(Purchase) sale of treasury deposils {5,000} 10,000
Acquisition of subsidiary - (47.541)
Nest cashusedin investing activities {1,201} {365,848)
Financing activities
Proceeds onwssue of share caprtal 2,959 3,435
Net cash from financing activities 2,959 3,435
Netincrease {dacrease) in cash and cash equivalents 24,255 {2,.823)
Cash and cash equivalents at baginning of penod 40,716 © 43,906
Effect of foreign exchange rate changes 28 {367)

\ Cash and cash equvalents atend of panod 65,000 40,716
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31 Significant accounting policies
The separate financial statements of the Company are presented as required by the Companies Act 1685
As perrmitted by that Act, the separate financial statements have been prepared n accordance with International Financial Reporting Standards

The financial statements have been prepared on the histoncal costbasis The pnncipal accounting policies adopted are the same as those set
out In note 2 1o the consoldated financal statements

Thampact of the early adoption of IFRIC1 1 s discussed iInnote 2

32 Profit sttributable to CSRplc
Thaprofit for the financal year dealt with in the finanoial staternents of the parent Company, CSRple, was $95,000 (2005 $23,000)
As permitted by s230 of the Comparues Act 1985, no separate ncome statement is presentad in respect of the parent Company

Profitis stated after charging

2006 2006
$000 $000
Netforeignexchangelosses . L. o L. o 33 . s
Audttors’ remuneration for audr services 85 86
The Company had 1 employee durnng 2006 (2005 mil)
The directors' remunaration in both years was borne by CSR Limited
33 Subsidianes
Details of the Company's subsidianes at 29 Decernber 2006 are as follows
Paceol Proporonof Proporbon of
NOOMOALGN ownorshep VOLNG pOwer Mathod usedto
for regrstration) Movost heidd acoountfor
Name and opersbon % % nvestment
Direct ownership
Cambndge Siicon Radio Limited UK 100 100 Acquisition
UbNevesVPTUmMed _ _ __ . o _ bk 100 _ 100 Acguston
Indirect 6wnersh|p B CooormrTmm
CambrdgeStconRadolne ___ - ___ _ _Delaware _ __ __ 100 __ 100 _ Acgusition
CSRChina(ShanghailGo Limied — ~ " """ T "7 T 7 Ghna 100 100 Acqusion
CSR KK Japan 100 100 Acquistion
CSR Korea Limited Korea 100 100 Acquisthion
CSR Sweden AB . _Sweden 100 100 Acquisition
CambndgeSirconRadioSan o France L. 100 Acquisiion
Cambndge Siicon Radio (UK) Limited UK 100 100  Acquisiton
Cambndge Sixcon Radio Holdings Inc Odaware 100 1060 Acquisition
Clanty Technoiogees, Inc Michigan 100 100 Acquistion
CSR(India) Prvate Limited India 100 100 Acquisiion
UbiNetics Wirelass Technologies (Shenzen) Comparny Limited China 100 100 Acquistion
UiNetics (Cayman Islands) Ltd Cayman Islands 100 100 Acquistion
UbiNetics (Hong Kong) Limited Hong Kong 100 100 Acquisiion
UtsNetics {North Amenca) inc Delaware 100 100  Acquistion
UbiNetcs(P) Limited ™ UK~ 100 100 Acquistion
UbiNetics 3G Limited UK 100 100 Acguisihion
UbiNetics Module Umrted UK 100 100 Acquisshion
UniNetics Technology Limited UK 100 100 Acguistion
UbiNetcs Designs Limited UK 100 100 Acquisition

As a result of the earty adoption of IFRC 11 (see note 2), the camying value of the Company's investment n subswdianes was restated tor the 52 weeks
ended 30 Decernber 2005 from $50,31 1,000 t0 $53,478,000, anncrease of $3,167,000




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the 52 weeks ended 2¥ December 2004

Continued
34 Other financial assets
Other recevables
2006 2005
$000 $ 0o
Other debtors - 181
Prapayments and accrued income 388 297
388 478
The directors consider thal the carmying amount of other recenvables approxmates their fair valug
Cash and cash equivalents
Hank balances and cash compnse cash held by the Group and short termn bank deposits with an onginal matunty of three months or less
The carrying amount of these assets approximates to ther far value
Troasury deposits
Treasury deposits represent bank deposis with an onginal maturity of over three months
35 Trade and other payables
frestatad)
2006 2005
$000 5000
Amounts owed 1o subsidiary undertakings N o . _ o 59372 33,060
Other taxation and social security - 167
) 59,372 33.227
As aresult of the early adoption of IFRC1 1, {see note 2}, amounts owed to subsidiary undertakings were restated for the 52 woeks
endad 30 December 2005 trom $29,893,00010 $33,060,000, an increase of $3,167,000
36 Researves
Rataned sarrengs
$000
Balanceat 1 January 2005 916
Net profit for the year 23
Balanceat 30 Docember 2005__ . N — -— — ..
Nat profit for the year o5
Balance at 29 December 2006 1,034
The movemsnts onthe other reserves are disclosed in note 23 1o theconsolidated financial statements
37 Notes to the cash filow statement
205 2005
$000 $000
Operating loss from continuing operations {3,829 {1.488)
Operating cash flows betore movements in working capital ” (3,829 {1,488)
Dacreass inrecevables 181 511
Increase in payables 26,145 30,668
Cash generated by operations 22,497 29,692
Interest paid - {2}
Net cash from operating activihes 22 497 29,690

Cash and cash equivalents {which are presented as a single class of asset onthe face of the balance sheet) compnse cash at bank and other
short tarm hughtly lguid investments with amatunty of three months oriess
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FIVEYEAR SUMMARY

2002 2000 2004 2005 2006

$000 5000 $ 000 $ 000 000
Results
Turnover 27,682 67,622 253,146 486,531 704,695
Qperating (loss) profit (15,343) {2,407) 58,457 111,936 148,995
{Loss) profit on ordinary actvites before taxation (15,175} {1.616) 59,880 114,366 154,397
Taxaton 1,123 4,540 1,579 (31,210 {43,200)
{Loss) profit for the financeal year {14,052} 2,924 61,559 83,156 111,197
Assetsemployed o e e e - o .
Non-curent assets 6.530 8,603 20,537 118,883 140,442
Net current assels 25,678 27,546 137,314 160,133 268,000
Creditors_Amounts taling dus atter mora than one year _ (02 = _(1as0) (1.979) (3,2393)
Long term provisions {464) {756) geoe 0 L T T L
Net assets 31,542 35,393 155,485 277,037 406,209
Key statistics s $ $ $ $
Earmngs per share {017) 003 0563 067 086
Diluted earmrxys per share {017) 003 {48 Q62 082

Tne amounts disclosed for 2003 and earlier panods are stated on the basis of UK GAAP because it ts not practcable to restate amounts tor penods
pror to the date of transtion to IFRS

The pnincipal chfferences baiween UK GAAP and IFRS that resulted in a restatement of the 2004 financial statements on transiion were as follows
« A charge was recogrused in respect of share options falling under the scope of IFRS 2,

« The deferred tax asset was iIncreased as a result of the additional tax benafitin the year from the recording of share-based payment charges,

« Computer software was rectassified on the balance sheet so as to bentangble assets,

* Amounts were reclassified on the balance sheel between treasury deposits and cash and cash equivalents,

» Tax habikties were shown separately on the balance sheet,

= Ligbikties related to the purchase of Intangible icences under payment plans were reclasstfied as finance leases,

* Provisions were spirt between thosa graater than one year and less than one year The only penod effected by the transition was 2004,
2005 was presented under IFRS

Detalled disclosures for the effect of the transibion to IFRS ware grven in the 2005 financial staterments




SHARE AND CORPORATE INFORMATION

CSRplc

Unit 400

Cambndge Science Park
Miton Road

Cambndge

CBaOWH

Registared n England and Walss number 4187346
WWW CST COom

Advisors

Audtors __ _ _ ___Deloted TouchelLP o
Comporatetiokers __ _ JPMorgan Cazenove Limited, UBSLimited
Soictors _Slaughterand May

Bank Lioyds TSB Bank pl¢

Share information at 26 February 2007

Shares outstanding 130,399,051

Trading symbol CSR

Countryolregister. __ GreatBmian
Markel _London Stock Exchange o : .
SEDOL 3414738

Regstrar Uoyds TSB Regstrars

Shareholder information

_The Causeway, Worthing, West Sussex BN99 6DA

Number of % ageof lotal
Hokang sharoholders shargholdons
1-1,000 716 47 39
1.001-5000 - e 283 1873
SOM-10000_ _ _ __ ____ _ __ ... . . __ 708
10,001 - 50.000 198 1310
50,001 - 100,000 65 430
100,001 - 250,000 51 338
Ovar 250,000 _ o o . N 602
Total 1,511 10000
Share caprtal structure
Disciosed hoidng
ongnary shacapial % 1s50ed
Fideity, FMR Corp, Fidelity International Limited 16,413,053 12 59
BlackRock Investment Management (UK) Limrted 11,151,382 855
Schroders Pic 7,543,715 579
Cradt Susse Secunties (Europe) Limited and
Credit Susse International 5,940,538 4 56
Legal & General Group Plc 4,324,861 332
Cther Shareholders 85,025,502 6519
Total 130,399,051 100

Basad on nobficabons 10 the Company m A00Ominnawih tha Companes A 1885
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GLOSSARY OF
INDUSTRY TERMS

snalogua B conbinuous epresentabion of
phenomena in terms of points along a scale
sach pont marging imperceptibly niothe
next anangue signals vary contnuously
ovex arange ol valuas realworkd phonomena,
suchassound bght and touch, are analogue

application software software that s
written speciically 1o address a reat wond
problemor task

baseband processor that partofachp
whichis desgned to wmplement n a dygtal format
lhe algonthms  protocols and o ragquirad
tomplomeant, for example, a standard such

as tha Bluetooth wrrelass standard

but: a urst of informaton, a computational
quanity lhal can Llake 0ne of two values such
as rueand talsa or 0and 1, dso the smallest unit
of storage suticent to hold one bt kist or Mbit

Blustooth protocol atack

tha communcations software wiich @
recuared 1ogether with the baseband processor
and other subsystems towmplement the
Blusetooth standard

Bluetooth qualfied Certfied by oneofa
mumber of orgamsabons appoved by the SIG
a3 meeting the Biuetooth speciication and
‘Bhuetooth oualfied prochucts areend products
and modules wihich are Bluelooth qualfiod

Bluetooth specification the specrfication
daterrened by the SIG which defines the
parameters which e devce orowdng a Bluetooth
system must rmeet citarent versons of the
Blustooth speciicaton are desgnated vi 0,
vilvi2angv2 0

CAD Computer Aded Design a general
termraternng to software apphcations and the
mathod of dasgmng things using s computer

CMOS Complementary Metal Oxide
Semiconductor technology a semconductor
procass technology that uses planar transisiors
o make cheps that consuma relatively low power
and perriet @ high level of mtegraton

cadec anacronym lor coder/cacodar
codecs ane miegrated crowty or chips that
nchude analogue to-ckgral conversion and
grtal-lo-8nalogue COMBsIon ona sngle chp

chip short for 8 rcrochp, sSemeconductor
dewca or niagrated crcut

communicabons protocol stack.
COMMUNICALONS Softwara winches roguared
together with the baseband processor and
other subsystems lowmpiement a wreless
communcatons standard

-

canverged phones phones capablo

sutormatically withoul nterruptionin the
recepton of transmussion of voece or data

CSP Chip-ScalePackage a semcondiuctor

package whichis as smalas the semconductor
chp and1s usad for small firm factor apphicalions
such as mobide phones, POAS and vaneloss devces

customer applications software
software that m not genenc and which
waitten {0 specificaly address a customer-
dafned problem or lask

D&P Dygial Signal Processor, o device
which enables computer marvpulation wsng
processing elements o stored programs

of analogua signals which have been sampled
and converted to digital form

design win CERrecords adesgnwin
whan a product using one of ts IC's becomes
Blugtooth quatfied

dva encther word for chap, oflen usedto refer to
tha chips’ whilst they are st an ntegral pan of
the siicon waler' or where they have been cut
tromthe waler' but are, as yet, unpackaged

digrtal tharepresentation of data by a senes
of bits or discrets values such sssand 1s

dongle an electronic device that is usually
phugged nto the USE port of 8 computer
n ortar o provice added funchonality

EDR (Enhanced Data Rate) Anaexienzion
of the Bluetooth standand enabling faster
commuracation ol larger (es {rctures, wdecs
and musk) by aratectup to 3 mes

smbadded solution a systemninwiich
al processing 13 camed out on-cihgp without
the need tor an external hosl processor

and products groducts produced

by a proguct manutacterer which are n ther
fingl fom and reacty tor the user examples
nclude PGs and mobde phones

fab short for sikcon fabncation lacikty
manutacturng plant or loundry

fabless short for labncatonless, 4 business
model used i tha semiconductor ndustry
whene the manufaciura (or tabncaton) of IC's
15 subcontracied 10 a loundry

fabless semiconductor camparny”
company that uses a thrd party sameconductor
tabincation senace to manufactum sticon
chups as opposed Lo Tabncabon facaties
ownad directly

firmware sottware which nteriaces with
and typecally conbgures and manages the
hardwaran a system

fiash memory slectronc méxmony whana tho

oontents {usualy an appications program) may
b programmead paof to use ard winch retans
18 contents ymespecUve of appled power

toundry™ a semuconductor mamuiacturer
that makes rtegratod catats tor thed partiey

GHz gpga-Hertz

GPS Global Posibormng Sysiem & satelite
based racho nawgabion systam that sows
recenng devices to detesTrene anaccurete
locabon on the surtace of the ptanet




GSM/GPRS GSM (Giobal System for
Mobide Commurecations) the most comvmon
digital mobile siandard, GPRS (General
Packet Raco Servce) a thgtalmobde standard
desgned to send and recewe vorce and data
suCh a3 émad nfomation §om tha wob and
winch 13 abla to transmit data at wgherratos
than the GSM standand

host software softwara runndng on the
Systam i which the davice 18 embodded

1C or mtegrated coouil: & SOMRCONCUCION
dewce consisbing of marny thousands or
mdhons of nterconnocted transistors and
other components

IEEE
institute ol Electrical and Elactrorsc Engnecrs

IS0 Internabional Slandards Orgamsation
the nternatonal organsaton responsibie
for devalopeng and mantanng workiwide
standards tor manuiactunng, emaonmental
protachon, computers dsin commumcabons
and marty other fields

1SO 9000 2 senes of nlematonal standands
for qualty assurance n busNess proctices,
ratded by the 150 begnnang in 1987
Cortdicabon of 1IS0 9000 comphance

mportant for selling many types ol goods
and sarvces ncludig data communications

equipmeant and serices

mtermat protocols the communicatons
protocobs usad over the intormet

kbs Tkbsmaumtof 1024 bits per second

LEDs tight Emittng Dvode a semaconductor
dowica that emits visible ight when electncal
power 15 supphedtod

Mb or Mega Byte 1024 trmes 1024
byleswhere 1 byl 5 equalto 8 ‘itg

memary- any dewco that can store datan
machng-readable fonmat whech rmay ncucd
RAM ROM end Rash

microcontrofler often dafined as beng
8 rmcroprocessor togethor with e memory
and ameans of alowing INput and outpul

microprocessar acompular with s entre
CPU contanad on onawitegrated cuturt

modem A dewce thal enables dlectronc
oquipment 10 ransma and recenve data
over i notwork

mothesbaoard the pancpat prnted cotut
board ambedded willn an electrome product

MP3 a file fomat whach Compresses of
‘shnks vosce and music fles lor transfer
batwaan ono electront davica to anather
whilst retarung CO quakty audo

0Q0M or Ongmal Desgn Manuiachuer
amanutacturer that desgns and manufactures
squpment for ancther company who wil

n e sofl tis to the end-user

OEM or Ongnal Equpment Marufacturer
amanufacturer thal sels equipmen to retad
and wholesate outlats

PAN {Porsonal Area Network)

2 short drstance wraless network speaficaly
desgned 1o suapor portable and rmotxe
COMpULNg dewvices

PC personal computer

PCM Putsa Code Modutation a coding
techrwque where an elactncal signal s
represented as ogial data

PDA. personal gl assstam
apackel szed personal computes

package thopackage of a semconductor
15 1ho physical and elacincal mtarface betwoen
the chip and the system mwhich it cporates

profile aset ol specficatons defined by
the SIG amed at tacibtating communcation
between ciasses of Buatooth-enabled
cewces, exampies nciude the headset
and hands- free profies

protocol a method by whichtwo
dissimiar systems Can communicate

RAM random access memory
RF ratho requency
ROM read only memory

radio modudation dynamc modidication of
e characlonstcs of 8 raco (lectromagnetic)
wave n order 10 comvey nformaton

SIG the Bluotooth Specal Interast Group

samping the process of shippg small
quantibes of anow IC 10 a custamer i ondor
to aliow the customer to test the I in ds product

sormconductior amatenal tycaly
crystabing that can be afiered to alow sloctncd
currant to flow or not low in a pattemn comenon
SomIConducions 4re SikoOn  germianem and
gatrum-arsende and the term s also used

to apply to ICs made from these matenals

shicon a3 samooncuchng matanalused 10 make

shortrangs Bluetooth @ pancipaly used for
COMemunCabing over ranges of up to 10metres

smffer softwang that 1s combwed with hardwaro
for mondtonng dala and vorca trafic on a natwork
over thear

SOC (Systomn onchip) a technology that takes
al the necessarny electionc crouts and parts for
a complete system and niegrates themntoa
swgha Grout (S50 chp)

software stock softwaro requzred
tompiement the Bluwatooth standxd

transstor the basic buiding Hiock
of modern senConuctor rCrolectronics,
atransistor eouiates curent flow of voltage

Unl d Mobite A (UMA - ateo
ko 33 GAN Genenc Access Natwork] s the
tachnology that enables GSM voice and GPRS
data serwcas to be provided over unbcensed
racho wierfaces such as Wi-Ai

USB Unweorsal SenalBus an nterface
between 8 computer and add on devices

UWB Uire wadeband a wirelaas technology
for transmetung krge amouwnts of digital data
over 8 wido spectrum of frequency bands
with verry low power for a short disiance

VoIP Voice over Inlemat Protocol

The technolagy usad to trarsmit voce
conversations over the packed basad protocol
alihaheart of the intemet

Wi-Fi Wi-Fi short for wreigss ficakty”

{also known as IEEE B2 11a/g)s an 1155
MBS raw racko brt rate data centng wireless
communicabon standand manly used 1day
for wirelaes computar Networks 21 home
and n the office

water acksc made of B semeconduchng
matenal such as sicon, usually betwoon
150rmm {67and 300mm {127 m deamater
nwihich intagrated crcats are manutacturod
awafermay contzn seversl thousand Ndwdual
nlograted arcuts

WLCSP Waler LevelChe Scala Packoging
The technology o packagng 8 chip at the
wafer lavel instead of the tradkonal orocess
of agsembing the package aftér tha wafer has
been ticed ntoindsadusal chips {seo CSP)

wirelazs maodem amodem that accesses
8 wrelgss network

ywald whon usad ncomnachon with
marnfactumng the rabo of the number
ol usatis products 10 the total ymber
of products on a wafar
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CSR SOFFICES

United Kingdom

Unit 400

Cambndge Science Park
Mitton Road

Cambndge

CB40owH

UK

Tel +44 1223692000
Fax +44 1223692001
wWww CSf Com

Churchill House
Cambndge Business Park
Cowley Road

Cambndge

CBaOWZ

UK

Tel +44 (01223 692000
Fax +44(0)1223692001
WWW CSr Com

China

CSR (Shanghai} Ce , Ltd

Room 2201-05 Platinum Building
No 233, Taicang Road

Luwan Distnct

Shanghal P R C 200020

Tel +862161352100

Fax +862161352199

WWW CSI COm

Denmark

CSR Denmark

Nowvi Science Park
Nigls Jernes Ve 10
9220 Aalborg Easl
Denmark .
Tel +4572 200380
Fax +4596354599
WWW CST com

France

Cambndge Sikcon Radio SARL
Bat 7, Green Side

400, Av Roumanifle

BP309

06906 Sophua Antipohs Cedax
France

Tel +33492384720

Fax +334923847 21

WWW CSF com

India

CSRindia Private Lirnited
11th Floor, Tower C

IBC Knowledge Park

No 4/1, Bannerghatta Man Road
Bangalore 560029
Karnataka

India

Tel 918025183000
Fax 918025183001
WWW CSIreom

Japan

CSREkk

Koymachi KS Square 9F
5-3-3 Koymachi
Chryoda-ku, Tokyo
102-0083

Japan

Tel +B1352762311
Fax +81 352762915
WWW CSI COMm

South Korea
CSRKorealtd
15F, West wing, POSCO center
892, Daechv-4 dong
nam-Gu
Seoul 135-777
South Kerea
Tel +82 26444 2000
Fax +82 264442001
wWww CSrcom

Sweden

CSR Sweden AB
Emdalav 16
SE-22369LUND
Sweden

Tel +46462881600
Fax +4646 2881601

NordNav Technologies AB
Stadsgarden 10
SE-11645 Stockholm
Sweden

Tel +468390000

Fax +46703113530
WWW CS7 COm

Taiwan

CSR Tawan

6F, No 407, Ruey Kuang Road
Neihu, Taiper 11492
Tawan,ROC

Tel +886 226502000

Fax +886 2 2650 2099

WWW CSrcom

us

Cambndge SiiconRadio, Inc
2425N Central Expressway
Suite 1000

Richardson

TX 75080

USA

Tl +12145404300

Fax +1972231 1440

WWW CST COm

Clanty Technologies, Inc
1740 Opdyke Court
Auburm Hills

MI 48326

USA

Tel + 12484091400
Fax +124840914M
www Clantycve com
WWW CST Com
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